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A. Nelnet Progress RePOTt.........cccuviiiiiiiiieiiesiesieciecie ettt siaesenesene v ens 121
B. College Goal Sunday Update ..........cccveeeriiieriieiiiiecieecie e 123
C. Status Reports

1. Tennessee Education Lottery Scholarship Program ............ccccceevevievinnnnnns 125
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XI.

2. Tennessee Student Assistance Award Program.............cccoevvevvvevieneenvenennns
3. Federal Family Education Loan Program.............ccccccoviiniiiiiinennienieeiene
NEW BUSINESS
OLD BUSINESS

ADJOURNMENT - Approximately 3:30 p.m.



Minutes
Tennessee Student Assistance Corporation (TSAC)
Board of Directors Meeting
June 24, 2005
10:00 a.m. CDT

The Board of Directors of the Tennessee Student Assistance Corporation met on
Friday, June 24, in Suite 1803, Parkway Towers, in Nashville, Tennessee.
Commissioner Kevin Lavender presided and called the meeting to order at 10:00 a.m.
CDT and introduced all in attendance.

The following members and alternate representatives were present:

Commissioner Kevin Lavender for Governor Bredesen
Dr. Richard G. Rhoda

Dr. Claude Pressnell, Jr.

Mr. Peter Abernathy for Commissioner David Goetz
Mr. Morgan Branch for Commissioner Lana Seivers
Dr. Robert Levy for Dr. John Petersen

Dr. Charles Manning

Ms. Janice Cunningham for Mr. Dale Sims

Ms. Faye Weaver for Mr. John Morgan

Mr. Clay Petrey

Ms. Deborah Cole

Ms. Victoria Wheeler

Ms. Joanie Walker

Ms. Mary Kate Ridgeway, via conference call

Mr. Jeffrey Nesin, via conference call

Ms. Freddie Crowell and Mr. Paul Starnes were unable to attend. Others in
attendance are included as Attachment A.

Adoption of Agenda
Commissioner Lavender called for a motion to adopt the agenda as presented. Dr.
Claude Pressnell made a motion; Ms. Faye Weaver seconded; the motion carried.

Approval of Minutes, September 22, 2004 and December 16, 2004 meetings
Commissioner Lavender called for a motion to approve the minutes of the September
22, 2004 and December 16, 2004 meetings. Dr. Richard Rhoda made the motion
which was seconded by Ms. Joanie Walker. The motion was duly adopted.

Tennessee Education Lottery Scholarship Program

Dr. Brian Noland discussed the overview of the Fall 2004 Recipients of the Tennessee
Education Lottery Scholarship program. He noted that over 36,000 students in
Tennessee received the scholarship, with over $100 million in expenditures. The
Tennessee Education Lottery Scholarship program was more successful in its first
year than Georgia’s HOPE, Florida’s BRIGHT FUTURES, Louisiana’s TOPS and West
Virginia’s PROMISE, making it the largest broad-based merit-aid program in year one.
Dr. Noland also discussed initial enrollment, recipients by high school class,
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demographics, gender, race, supplemental grants and ACT distribution. Ms. Weaver
requested a total breakdown for the scholarships for first time freshmen and
supplemental awards. Dr. Noland agreed to provide the breakdown to the board
following the meeting.

Dr. Noland then discussed changes in the Lottery Scholarship Legislation, House Bill
1532, which included eligibility factors by weighted GPA, allowing a 16-month break
before enrolling in a higher education institution, out-of-state returning students, and
allowance for a one-time regaining of lost scholarships. Other changes discussed
included allowing students whose parents are called out-of-state for military duty to
be eligible for the scholarship, a dual enrollment grant, repeating a course, and
allowing non-traditional students to obtain scholarships. Scholarship legislation also
expanded to include students attending the O’More College of Design, a HOPE Foster
Child Care Grant that allows foster children to qualify for an additional scholarship,
expanding the base HOPE award by $300, expanding the need-based supplemental
award by $500 and expanding the Wilder-Naifeh Technical Skills Grant by $50; which
go into effect July 1, 2005.

TSAC Outreach Program

Dr. Noland discussed the TSAC Outreach Program, also included in the legislation
changes, which charges TSAC to conduct a financial aid awareness day promoting
college access and affordability. TSAC will coordinate with THEC, UT, TBR and TICUA
institutions, as well as local community groups to educate parents about the Lottery
scholarship and other financial aid programs.

Dr. Noland then briefed the board on the agreement with the XAP Corporation, which
provides students with an on-line comprehensive suite of integrated tools including
on-line transcripts, on-line college applications, and on-line financial aid applications
and information.

Mr. Clay Petrey inquired on the expansion of the program regarding projections of the
availability of lottery funds and how it matched up. Dr. Noland responded with the
projections of $170 million this fall and deferred to Mr. Robert Biggers for current
figures. Mr. Biggers stated that a total of 48,000 students have been determined
eligible, approximately $50 million for the scholarships for fall 2005. Dr. Noland stated
that within 3 years, total lottery projections were $220 million with no changes to the
scholarship program; the lottery corporation has projected $240 million which will
provide flexibility for scholarships.

Ms. Weaver inquired about the breakdown of recipients to the scholarship program as
to how many students were retaining previously awarded scholarships. Mr. Biggers
affirmed that the 48,000 recipients included returning students and a breakdown will
be provided to the board.

Chancellor Charles Manning requested clarification about the new programs and how
they work. Dr. Noland informed him that he had meetings with admissions and
records directors to discuss the implementation of these programs. He hopes to have
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implementation suggestions from these groups by July and complete rules by mid
August for implementation at the institutional level.

Grants and Scholarship Program Reports

Ms. Naomi Derryberry discussed the TSAA program for FY 2004-05 and FY 2005-06.
She noted that there was a 145% over award, but that number will continue to drop
as the fiscal year comes to a close. She also discussed the $1.5 million reversion
requested by the Governor which will be taken out of the Tennessee Student Loan
Program. Dr. Pressnell asked for clarification if the reversion was mandated or
requested. Commissioner Lavender deferred the question to Mr. Peter Abernathy, who
confirmed that it was mandated and was built within the Governor’s budget; however,
that number may change in the future.

Ms. Weaver asked how many eligible students were unfunded. Ms. Derryberry
informed her that 13,887 students that met the May 1 deadline were unfunded in FY
2004-05 and 16,990 in FY 2005-06. Ms. Weaver noted that the students who met
requirements and did not receive funding were among the neediest in the state. Ms.
Derryberry clarified that of the students funded, 82 percent were from families with an
annual income of less than $25,000.

Dr. Pressnell inquired about the overlay of the TELS program and how many students
received lottery funds in conjunction with the TSAA. He also noted that he feels the
TELS program is taking away from the need-based program. Ms. Derryberry
responded that 6,385 students also received lottery funds in conjunction with the
TSAA. Dr. Robert Levy asked what happens to the 13,000 students who got shorted
on the TSAA. Dr. Noland stated that of those students, 80 percent attended a different
college than originally planned, attended part-time, went to work and took out loans to
fund their education. Dr. Pressnell requested a per institution report for all student
aid programs from 2004 to present. Ms. Weaver also requested a breakdown showing
how many of the 13,000 students that did not receive the TSAA but did receive the
lottery scholarships. Ms. Derryberry stated she would provide the information after
receiving final numbers for the current fiscal year.

Ned McWherter Scholars Program

Ms. Derryberry stated that last year, TSAC began to again receive funding for 50
students who also would receive the HOPE Scholarship. These students had an
average ACT score of 33 and a GPA average of 3.89. The McWherter scholarship is a
total of $6,000; $3,000 from state funds and $3,000 matched by the institution.

Mr. Petrey asked why applications had increased significantly over the last year if the
program is being overlooked because of the TELS. Ms. Derryberry informed him that
the same application, the FASFA, is used for the federal Pell grant, as well as the
lottery and the state grant, so there will always be an increase in applications and the
financial aid community is doing an excellent job at getting students to fill out the
application and submit it for the programs.
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Federal Family Education Loan Program Reports

Ms. Stephanie Aylor gave a brief overview of the Federal Family Education Loan
Program and noted that spreadsheets had been provided for review and noted that all
loan types from the state fiscal year had decreased by 43 percent and decreased 79
percent from the previous calendar year without the Nelnet loans. Commissioner
Lavender requested a year to year breakdown of loans without Nelnet. Ms. Aylor
stated she would provide the board with that information once complete.

Ms. Aylor then briefed the board on the remaining handouts included in the packet;
noted that the official draft rates will be issued in September. Dr. Pressnell inquired
about the reserve ratios and what was required by the government. Ms. Aylor noted
that .25 is required and called upon Mr. Doug Cullum to brief the board on ratio
specifics.

Mr. Cullum noted that the reserve ratios were the current federal fund balances
divided by the outstanding loan values and that a specific amount is required to be
returned to the Federal Government. He stated that the Nelnet accounts would help
the reserve this year, but will need to supplement the federal account with origination
or maintenance fees next year.

Chancellor Manning expressed concern for anyone being cut out of the educational
loop because of the inability to pay. He suggested a common set of rules for
enrollment and tuition and fees for THEC, TSAC and each institution and governing
board to follow. Dr. Rhoda stated that a provision was included in the appropriation’s
bill for that purpose and a study was scheduled to address that issue.

Ms. Aylor discussed site visits made to lenders and noted that they were in compliance
with audit findings from the previous state audit. Commissioner Lavender asked
about the 50,000 loans that were older than ten years and an estimated time of
finalizing these loans; Ms. Aylor responded that staff currently was in the process of
reconciling these outstanding loans and would have them final by the September
board meeting.

Ms. Weaver inquired about the recent trigger rate; Ms. Aylor informed her it was 1.72
percent. Mr. Clay Petrey asked for clarification of the meaning of trigger rate. Ms.
Aylor explained that it was the total amount of claims paid divided by the total amount
of loans in repayment for the preceding federal fiscal year. The federal government
requires that the rate remains under 5 percent. Dr. Rhoda mentioned the default
reduction plan, a more formal plan for reducing defaulted loans, and noted that funds
were currently available for implementation.

Compliance Division Report

Ms. Darolyn Porter discussed the school program reviews, lender program reviews and
“Quality Quest” reviews (voluntary program review) done by the compliance division.
She also discussed the extensive training sessions TSAC has held for financial aid
administrators over the past year, the communications of the compliance division,
TELS reviews, staff cross-training, session moderators and the College Goal Sunday
program. Ms. Porter noted that the College Goal Sunday program is being funded by a
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grant received from the Lumina Foundation and designed to offer free step-by-step
instructions to low income families for the FAFSA form. Twenty states have College
Goal Sunday programs in place already and nine more states are scheduled to
implement programs in 2006. Lumina’s goal is to have a College Goal Sunday
program in all 50 states. Tennessee’s College Goal Sunday program is scheduled for
February 12, 2006.

Nelnet Consolidation Loan Transfer Update

Mr. Chuck Hosea briefed the board on the transfer status of improperly guaranteed
loans. As of June 24, the transfer of $867 million has been completed. An additional
$42 million is in the process of being transferred and will take around 4 weeks to
complete. Upon completion, a total of $909 million will have been transferred to an
agency in Colorado; leaving approximately $3 million left in the active non-defaulted
status which the agency refused due to being too close to the default date and around
$5 million in loans in default status. That amount, along with any additional defaults
of the $3 million, will be subrogated to the U.S. Department of Education. The only
loans being kept in the database will be defaulted loans for deceased borrowers, which
will be paid in full by default status. Once all loans have been transferred to the
Colorado agency or subrogated to the U.S. Department of Education, Nelnet’s lender
ID will be deactivated and closed in the TSAC system. Commissioner Lavender
requested confirmation of the final $42 million transfer be distributed to the board and
Dianne Dycus in the attorney general’s office.

TSAC Budget Update

Commissioner Lavender called on Mr. Dan Lee to discuss the FY 2005-06 budget. Mr.
Lee stated that the budget improvement recommendations as approved by the board
at the September 2004 meeting were not included in the Governor’s budget
recommendations due to budget limitations, but legislative improvements had been
made for the lottery funded scholarships and employee salary increases. He noted the
changes in eligibility requirements for the lottery scholarship and that the TSAA
program would continue at the previous funding levels. Mr. Lee also noted that there
were no changes in the Ned McWherter Scholars program, Tennessee Teaching
Scholars program and the Minority Teaching Fellows program.

Selection of a New Executive Director

Commissioner Lavender briefly discussed the information on Dr. Robert Ruble, which
was included in the packet and then deferred to Dr. Ruble for comments. Dr. Ruble
stated he was looking forward to working with everyone and thanked the board.
Commissioner Lavender called for discussion before the vote. Dr. Rhoda thanked the
board and various others for their work during the search process. Commissioner
Lavender noted he was looking forward to having a leader to improve the work of TSAC
and working relationships within the financial aid community and that Dr. Ruble had
undergone a TBI background check and was confident in their recommendation.
Commissioner Lavender reported that the Executive Committee of the TSAC Board of
Directors had unanimously recommended the appointment of Dr. Ruble.
Commissioner Lavender then moved that Dr. Robert Ruble be appointed to the
position of Executive Director, effective August 1, 2005 and that his compensation
include an initial salary of $125,000 and use of a state vehicle. Dr. Rhoda seconded
the motion. The motion carried. Commission Lavender then welcomed Dr. Ruble as
the new Executive Director of TSAC and thanked Dr. Rhoda for his service as Interim
Executive Director.
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Election of Officers, Executive Committee and Appeals Committee for 2005-06
Dr. Rhoda stated that the officers and Executive Committee were set by statute and
rules. The appeals committee nominations were to reappoint the current committee
members. Ms. Faye Weaver moved to approve all three committees as presented. Ms.
Deborah Cole seconded the motion. The motion carried.

Retiring Board Members

Dr. Rhoda introduced the board members whose terms had expired and presented a
certificate of appreciation to each member. The members are Ms. Victoria Wheeler,
student member; Mrs. Freddie Crowell, citizen member and Mrs. Joanie Walker, past
president of TASFAA.

Commissioner Lavender thanked everyone for their attendance. There being no
further business, the meeting was adjourned.

Respectfully submitted,

Ty

ionits [Greetl

Dr. Claude O. Pressnell, Jr.
Secretary
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Minutes
Tennessee Student Assistance Corporation (TSAC)
Board of Directors Meeting
August 16, 2005
10:00 a.m. CDT

The Board of Directors of the Tennessee Student Assistance Corporation met on
Tuesday, August 16, in Suite 1803, Parkway Towers, in Nashville, Tennessee.
Commissioner Kevin Lavender presided and called the meeting to order at 10:00 a.m.
CDT and announced that Ms. Nicole Brooks of the University of Memphis was the new
student representative to the board.

The following members and alternate representatives were present:

Commissioner Kevin Lavender for Governor Bredesen
Dr. Richard G. Rhoda

Dr. Claude Pressnell, Jr.

Mr. Peter Abernathy for Commissioner David Goetz
Mr. Morgan Branch for Commissioner Lana Seivers
Mr. Dave Gregory for Dr. Charles Manning

Ms. Janice Cunningham for Mr. Dale Sims

Ms. Faye Weaver for Mr. John Morgan

Mr. Clay Petrey

Ms. Mary Kate Ridgeway

Mr. Paul Starnes

Mr. Forrest Stuart

Mr. Jeffrey Nesin, via conference call

Ms. Deborah Cole, Ms. Nicole Brooks and Dr. John Petersen were unable to attend.
Others in attendance are included as Attachment A.

Approval of Agenda

Commissioner Lavender moved to approve the agenda as presented. Dr. Richard
Rhoda motioned for approval and Mr. Paul Starnes seconded. The motion carried.

Commissioner Lavender introduced himself and asked the board members and others
in attendance to introduce themselves.

Consideration of Proposal for Data Services

Ms. Stephanie Aylor stated that TSAC had issued an RFP for data services on July 1,
2005 for its loan, grant and scholarship programs including the lottery scholarship
program and the general ledger system. Copies were sent to 14 potential bidders.
Five firms responded by the August 5, 2005 deadline. Of the five, three indicated they
were unable to submit proposals by the deadline. Two proposals were received from
Sallie Mae and GuaranTec. An eleven-member evaluation team consisting of six from
TSAC, four from THEC, and one from TASFAA reviewed the proposals. On a 100 point
scale, GuaranTec received 91.83 points, Sallie Mae received 73.04 points. The
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evaluation team recommended unanimously that TSAC contract with GuaranTec to
service TSAC’s student loan, State grant, and scholarship programs including the
lottery scholarship program and the loan forgiveness programs and the general ledger
system for the five-year period beginning January 1, 2006 through December 31,
2010.

Ms. Aylor then opened the floor for questions. A general discussion followed during
which Board members asked questions about the term of the contract and about the
scoring process. It was noted that there is an escape clause if TSAC determines that
GuaranTec’s servicing is unsatisfactory. A question was raised about coordinating the
expiration date of the current loan servicing contract with the grant servicing contract.
Ms. Aylor stated that this would not be a problem. Ms. Aylor stated that the five-year
cost was just over $45 million for the Sallie Mae proposal and approximately $48
million for the GuaranTec proposal.

Mr. Forrest Stuart stated that in representing TASFAA and the financial aid
community, there have been a number of very vocal concerns about the quality of
service that GuaranTec has provided. He asked what changes are in this new contract
that will assure TSAC that GuaranTec can provide better service than what they have
in the past. Ms. Aylor stated that in the proposal, GuaranTec has proposed a new
loan system, which is a windows-based internet system similar to the e*GRandS
system. Commissioner Lavender added he also had heard some of the feedback and
that’s one reason we have hired new leadership for TSAC. Ms. Aylor stated that Dr.
Ruble and GuaranTec will begin negotiations on the contract soon. Commissioner
Lavender suggested that as we go into contract negotiations, that performance
measures be included in the contract.

A motion to approve awarding the contract to GuaranTec was made by Mr. Dave
Gregory and seconded by Mr. Paul Starnes. Commissioner Lavender reiterated we are
giving TSAC authority to negotiate the contract with Guarantec. The formal contract
will come back to the Board for approval. The motion passed unanimously. TSAC will
ask GuaranTec President Chuck Hosea to be present for the final approval of the
contract.

Tennessee Education Lottery Scholarship Proposed Rule Changes

Dr. Brian Noland discussed implementation of lottery scholarship rule changes
contained in the 2005 Tennessee Statutes, Chapter 481. The changes are two fold:
first, to implement a series of changes that were made through Public Chapter 481
and second, to simplify existing operating procedures required of the staff. The lottery
scholarship program in its first year, although immense in size, was an unqualified
success. Many elements contained in the operating rules are designed to simplify
existing procedures, including institutional reporting requirements. The appellate
process has also been simplified. The bill includes three policy elements: (1) The size
and scope of the program are expanded by including non-traditional and dual-
enrollment students, (2) the base amount of the lottery award has increased from
$3,000 to $3,300, and (3) there are a number of technical changes, such as allowing
students to take time off after high school graduation before enrolling in college,
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allowing students who attended out-of-state institutions to transfer home, and
allowing students who have lost their scholarship for academic reasons to regain their
awards. Dr. Rhoda moved to adopt the rules as presented. Mr. Branch seconded. The
Board unanimously approved the motion to adopt the rules, and to authorize the
executive director to make necessary technical corrections.

Additional discussions about the dual enrollment grant were held, particularly about
how the amounts of the grant are to be determined. Dr. Noland indicated that the
beginning amounts would be $100 per credit hour up to $300 per semester or $600
per year. It would work much like the fee waiver for dependents of state employees.

Dr. Noland stated that staff was working on an application form for the grant and
expected it to be on-line and available prior to the spring term. The estimated
population is between 3,000 and 4,000 and is expected to increase as more
information about the program is disseminated. The hours and grades students earn
under dual enrollment will not count towards the student’s HOPE scholarship
eligibility. Additional questions raised by Dr. Pressnell concerning the non-traditional
students were discussed. Dr. Noland stated that for the lottery scholarship purposes,
a non-traditional student would be defined as a person 25 years old and entering
college as freshmen with no prior academic credit and an adjusted gross income of
less than $36,000.

In dealing with foster care eligibility the rules now define an eligible postsecondary
institution to be a public postsecondary institution. Dr. Noland stated that the
definition relates to the screening criteria for public post secondary institutions which
come directly from the statute, Public Chapter 481, Section 33, Subsection E. For
students under foster care, the student must qualify for the base $3,000 HOPE
scholarship and the $300 ASPIRE award and then Pell grant and any private awards
available for students under foster care. This grant was intended to cover the
difference between the student's total financial aid award and the total cost of
attendance. Dr. Pressnell expressed concern that this may limit a student's choice of
schools if the student cannot receive this award at a private or independent
institution. Dr. Noland pointed out that the foster care grant covers the gap between
costs of attendance less financial aid received. The student is still eligible for the
lottery scholarship and all other financial aid programs available at the private
colleges.

Mr. Stuart questioned the meaning of the language in paragraph 5, page 21 of the
proposed rules concerning “institutions shall assist in providing and certifying student
information”. Dr. Noland clarified that the purpose of this change comes from the
initial comments on simplification. The processing of data from the guidance
counselors to TSAC and on to the postsecondary institutions has been challenging
over the course of the past year. This Board has engaged through an RFP process, the
services of the XAP Corp., who produce electronic transcripts for students in the
public sector and are working to expand it to the private sector. Given the changes
that will be brought on through the advent of XAP, much of the information contained
in the old version of these rules is no longer needed. Our hope is that XAP will
alleviate many of the challenges with 8th semester grade reporting. This rule requires
institutions to remedy any GPA discrepancies in-house and makes them responsible if
TSAC has questions on the reliability of the data. It has been THEC’s position
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throughout this that the institution receiving the funds is ultimately responsible for
certifying the accuracy of student eligibility data.

Commissioner Lavender conceded that these are very technical and involved issues.
The Board thanked Mr. Burns and Dr. Noland for the tremendous job they had done
in getting us to this point.

Dr. Ruble requested Board members to be present for a photograph with the Governor,
to be included in TSAC’s next annual report. The date and location will be Monday,
September 19, prior to the next Board meeting. The Governor’s schedule will allow us
to take a photo at 1:15 at the Capitol, followed by the board meeting in the executive
conference room. The agenda items for that meeting will include TSAC’s budget for FY
2006-07 and an update on the GuaranTec contract.

Commissioner Lavender thanked everyone for their attendance and asked for a motion
to adjourn. The motion was made by Mr. Gregory and seconded by Mr. Starnes.
There being no further business, the meeting was adjourned.

Minutes recorded by Lora Daniels of TSAC and approved by:

Ty
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Dr. Claude O. Pressnell, Jr.
Secretary
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TENNESSEE STUDENT ASSISTANCE CORPORATION
Monday, September 19, 2005

DECISION ITEM A: Proposed Budget Request for 2006-07

Staff Recommendation (1) That the Tennessee Student Assistance Corporation
recommends 2006-07 funding levels as presented in the
document entitled Tennessee Student Assistance
Corporation Funding Request for 2006-07, September 2,
2005.

(2) That the Tennessee Student Assistance Corporation
authorizes its Executive Director to make any necessary
technical corrections.

Background The Tennessee Student Assistance Corporation is required to
submit its budget request to the State Budget Division by
October 1, 2005.

The attached document lists recommended funding
improvements in several programs administered by the
corporation.

Increases are requested in order for the programs and agency
administration support to keep pace with recent tuition/fee
increases and to increase the number of students served.

Supporting Document Tennessee Student Assistance Corporation Funding Request for
2006-07, September 2, 2005.
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Tennessee Student Assistance Corporation
Funding Request for 2006-07

September 2, 2005

Tennessee Student Assistance Corporation
Parkway Towers, Suite 1950
404 James Robertson Parkway
Nashville, Tennessee 37243-0820
(615) 741-1346

www.CollegePaysTN.com
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2006-07 Budget Request Summary

Priority $ Amount Source Initiative
1 $25,000,000 Federal Increase Defaulted Student Loan Purchases
2 27,000  Shared Rent Adjustment for Administrative Space
3 4,365,000 State Maintain TSAA Purchasing Power
4 600,000 Lottery Lottery Scholarship Program Outreach
5 96,200 Lottery  Expand Lottery Scholarship Program Support Staff
6 358,100  State Maintain Tennessee Teaching Scholars Program

Priority 1: Increase Defaulted Student Loan Purchases

As TSAC’s loan volume increases, so too does the number of defaulted loans. This
improvement increases the ceiling on the dollar amount of defaulted loans that TSAC may
purchase. The current ceiling is $100,000,000 per year, and necessary purchases of defaulted
loans may exceed that level in 2006-07. This improvement request will increase the ceiling
to $125,000,000.

FEDERAL FUNDS: $25,000,000.
Priority 2: Rent Adjustment for Administrative Space
For each of the past several years (details below) actual rent charges for the agency’s

administrative space have exceeded budgeted funds. This improvement request corrects that
imbalance. The $27,000 cost will be shared between the State, lottery program, and federal

resources.
Year Budget Actual Difference Sq. Feet $ / Sq. Ft.
2001 151,700 149,800 1,900 8,592 $18.00
2002 151,700 159,900 (8,200) 8,592 $18.00
2003 151,800 164,400 (12,600) 9,007 $18.00
2004 209,100 214,500 (5,400) 12,907 $18.00
2005 207,800 234,600 (26,800) 12,907 $18.00

Note that mid-year adjustments in square feet and insurance charges account for the
differences between actual amounts and amounts directly derived from multiplying the square
feet by the rate per square foot.

STATE FUNDS: $9,000.
LOTTERY FUNDS: $9,000.
FEDERAL FUNDS: $9,000.
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Priority 3: Maintain TSAA Purchasing Power

The Tennessee Student Assistance Award Program is a need-based program to help low-
income students attend Tennessee higher educational institutions. As tuition levels increase,
so too must funding for the TSAA program, if the TSAA program is to maintain purchasing
power.

According to the Tennessee Higher Education Commission, 2005-06 tuition increased an
average of 10.3% (state-wide weighted average at all public institutions) over the previous
year. Applying that same 10.3% increase to the TSAA program would allow it to keep pace
with tuition inflation, at an incremental cost of $4,365,000.

STATE FUNDS: $4,365,000

Note: While the official application deadline for the Tennessee Student Assistance Award Program is
May 1, available funds are exhausted long before that date. For the 2005-06 award year, only
the 24,286 students who applied by March 15, 2005 were offered an award. Approximately
13,800 additional students applied between March 16 and the May 1, 2005 deadline, but were
not offered an award.

An additional improvement of $28,150,000 would support these 13,800 students, bringing the
total improvement to $32,515,000.

Tennessee Student Assistance Award Program
2005-2006 Projections and 5-Year History

2000-01  2001-02 2002-03 2003-04 2004-05 2005-06

Last Date for Award Elig.
TSAA June 19 June 15 June 14 April 23 March 22 March 15
Atchley Opportunity Grant June 19 June 15 May 13 March 1 March 5 March 15
Auvailable Funds 30,406,666 39,414,525 47,104,733 43,466,599 42,439,642 42,378,354
Students Offered Aid 29,477 36,460 42,018 31,923 30,103 24,286
Students Received Aid 22,537 25,893 28,657 23,303 22917 18,700 est
Received / Offered 76.5% 71.0% 68.2% 73.0% 76.1% 77.0% est
Awards Committed 42,599,494 58,630,039 79,697,161 61,790,447 61,418,748 54,886,337
Actual Expenditures 29,303,545 37,320,053 45,710,007 41,833,378 42,645,415 38,420,436 est
Expenditures / Committed 68.8% 63.7% 57.2% 67.7% 69.4% 70.0% est
Year-End Balance 1,103,121 2,094,472 1,394,726 1,633,221 (205,773) 3,957,918 est
% Overcommitment 140.1%  148.8% 169.8% 142.2% 144.7% 129.5%
% Available Funds Spent 96.4% 94.7% 97.0% 96.2% 100.5% 90.7% est
Average Offer Amount 1,445 1,608 1,903 1,936 2,040 2,260
Average Expenditure Amount 1,300 1,441 1,595 1,795 1,861 2,055 est
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Priority 4: Lottery Scholarship Program Outreach.

In the first year (2004-05) of the Lottery Scholarship Program, $3,000,000 in one-time funds
was provided for marketing and outreach. $600,000 of that was unspent and carried forward
into 2005-06 for similar activities. Beginning in 2006-07, however, these funds will be
exhausted.

This improvement request will provide ongoing support for marketing and outreach at the
$600,000 per year level. Outreach initiatives were statutorily required by the Tennessee
legislature in HB 1532. A tentative budget is provided below.

Direct Marketing Promotional Items
100,000 memo pads and stick pens, 60,000 wallets

with key rings, and 60,000 poly bags $59.000
60,000 black tee shirts with logo 120,000
TRICOR assembly (60,000 @ $0.30/bag) 18,000
$197,000
UPS Shipping Charges $13,700
Publications
500,000 Fact Sheets @ $0.04 $20,000
500,000 Booklets @ $0.08 40,000
3,000 High School Posters @ $0.45 1,350
Retention Poster 400
Wilder-Naifeh Poster 400
Lottery Update Brochure 10,000
Other Brochures 50,000
$122,150
ECD/General Services Creative Service Fee $10,000
Advertising 250,000
Miscellaneous other 7,150
TOTAL $600,000

LOTTERY FUNDS: $600,000.
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Priority 5: Expand Lottery Scholarship Program Support Staff.

An increase in lottery personnel of one Account Clerk ($31,000) and one Account Technician
($36,200) is requested in order to facilitate lottery payment processing and assist in managing
daily administrative activities required in maintaining the lottery scholarship program.

As additional cohorts of Lottery Scholarship recipients enter the system, the administrative
burden increases. These positions address that need. With related operational expenses, the
total cost is $96,200, as shown below.

Personal Services

Salaries and Wages $52,800
Employee Benefits 14.400
$67,200

Other
Printing and Duplicating $2,000
Communications 6,000
Maintenance and Repairs 2,000
Supplies and Materials 8,000
Rent and Insurance 6,000
Professional Services — State Agency 5,000
$29,000
Total $96,200

LOTTERY FUNDS: $96,200.

Priority 6: Maintain Tennessee Teaching Scholars Program.
The Tennessee Teaching Scholars Program currently provides $4,500 awards to 151*
recipients. While the number of applicants is up, the number of recipients is down, due to
funding limitations.
Increasing award amounts to $4,950 (a 10.0% increase, approximating the 10.3% statewide
average tuition increase) would require $61,100. Providing this award to an additional 60

students would require an additional $297,000.

The total $358,100 State appropriation request thus adjusts the award amount to reflect
tuition increases and restores participation to the traditional (>200 recipients) level.

STATE FUNDS: $358,100.

Applicants Recipients Award Amt Appropriation**
2002-03 460 201 $4,200 $611,000
2003-04 416 206 $4,200 $611,000
2004-05 561 218 $4,200 $611,000
2005-06 528 151 * $4,500 $611,000

* This figure (151 recipients) is current as of September, 2005. As the year progresses, some of these students
will not use their awards and the year-end number of recipients will drop below 151.

** In addition to State appropriations, available resources include student repayments, not shown here.
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TENNESSEE STUDENT ASSISTANCE CORPORATION
Monday, September 19, 2005

DECISION ITEM B: Proposed Contract for Servicing Grant, Scholarship, and
Loan Programs; and the General Ledger System

Staff Recommendation (1) That the Tennessee Student Assistance Corporation
contracts with GuaranTec, LLP to service its loan, grant,
and scholarship programs; and General Ledger System, as
specified in Contract between the State of Tennessee,
Tennessee Student Assistance Corporation and
GuaranTec, LLP, September 2, 2005.

(2) That the Tennessee Student Assistance Corporation
authorizes its Executive Director to execute the contract
and to make any necessary technical changes.

Background The Tennessee Student Assistance Corporation currently
contracts with GuaranTec to service its loan, grant, and
scholarship programs and General Ledger System. There are
actually two existing contracts: one for the loan program which
expires on December 31, 2005; and one for the grant and
scholarship programs and general ledger system, which expires
on December 31, 2006.

Following a lengthy “Request for Proposal” process, TSAC’s
board met on June 24, 2005 to review proposals from vendors to
provide services for the five-year period commencing January 1,
2006. GuaranTec was selected, and staff were directed to
negotiate a contract which would include specific performance
measures.

A summary of the contract, a table of performance measures, and
the full contract are provided.

Supporting Documents TSAC-GuaranTec Contract: A Summary of Key Provisions and
Performance Measures, September 7, 2005

Contract between the State of Tennessee, Tennessee Student
Assistance Corporation and GuaranTec, LLP, September 7,
2005
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TSAC-GuaranTec Contract:

A Summary of Key Provisions and Performance Measures

September 7, 2005

Tennessee Student Assistance Corporation
Parkway Towers, Suite 1950
404 James Robertson Parkway
Nashville, Tennessee 37243-0820
(615) 741-1346

www.CollegePaysTN.com
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TSAC-GuaranTec Contract
Key Provisions

Provides an internet-based system to originate and service loans (A1-AS8)

Provides an internet-based system to process Tennessee Student Assistance Awards
(TSAA), Tennessee Education Lottery Scholarships (TELS), and the Loan Forgiveness
programs (A9)

Provides, maintains, and supports a general ledger system to track financial transactions
for TSAC’s student assistance programs (A10)

Addresses internal controls and audits (A12), toll-free telephone service (A13), disaster
recovery (A15), quality control (A19), escrowed source code (A20), provision of two on-
site employees (A21), technical support (A22), and training (A23).

Term of contract is for five years, January 1, 2006 through December 31, 2010 (B1)

Addresses breach of contract and in the event of contractor breach, provides for
liquidated damages (E4, Attachment D)

Allows the State, with 90 days notice, to terminate the contract without cause for any
reason (D3)

Fees are stated on the basis of unit costs (C3), such as

$3.94 per loan guaranteed

$2.23 per loan outstanding, in interim status

$4.87 per loan outstanding, in repayment status

$95.00 per hour for additional work beyond the hours included in the contract

Applying these unit costs to the volume estimates specified in the contract (Attachment
E) generates the following fees over the five-year life of the contract:

$9,213,916 2006 Calendar Year
9,262,872 2007 Calendar Year
9,379,585 2008 Calendar Year
9,851,412 2009 Calendar Year
10,252,782 2010 Calendar Year
$47,960,567  Total

These fees compare favorably to the fee structure in the existing contract, which has the

following payment history.

$9,950,862 2001 Calendar Year
9,820,940 2002 Calendar Year
11,649,891 2003 Calendar Year
14,565,153 2004 Calendar Year
14,843,058 2005 Calendar Year (estimate)
$60,829,904  Total
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TSAC-GuaranTec Contract
Performance Measures

Contract Section

Functional Area

Description

Liquidating
Damage?

A.l.c, page 4

Loan Origination-
Turnaround Times

TSAC requires that all loans received from TSAC
or TSAC participating postsecondary schools,
lenders, and lender servicers utilizing an electronic
or manual process shall be placed either in a
guaranteed, guarantee awaiting promissory note
verification, hold, or rejection status within a
maximum turnaround time of twenty-four (24)
hours, measured from the Contractor’s initial
receipt of the loan data.

Yes

A.l.e, page 5

Loan Origination-Reject
Resolution

When loan data submitted electronically is
rejected, the Contractor shall send a response file
to the postsecondary school, lender, or lender
servicer submitting the loan data within twenty-
four (24) hours of the initial rejection.

When loan data received through the manual
process is rejected, the Contractor shall contact the
postsecondary school, lender, or lender servicer
submitting the rejected loan either by telephone,
fax or email within twenty-four (24) hours of the
initial rejection.

If the required information cannot be obtained to
clear the reject, the Contractor shall return the
hard copy Master Promissory Note and/or School
Certification to the postsecondary school, lender
and lender servicer within forty-eight (48) hours
of initial rejection. A written explanation is
required.

A.1.f, page 5

Loan Origination —
Guaranteed Awaiting
Promissory Note
Verification

A notice shall be distributed every thirty (30) days
as a reminder to student borrowers and parent
borrowers to sign their Master Promissory Note
and forward it to their lender or lender servicer.

Yes

A.1k.2, page 7

Loan Origination —
Disbursement Support

The same process as described directly above.

Yes

A.l.p, page 8

Loan Origination- Forms
and Form Layouts

Upon receipt of a request from TSAC or TSAC
participating postsecondary schools, lenders, and
lender servicers, the Contractor shall distribute the
forms within three (3) business days after the
Contractor receives the request.

Yes
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Contract Section

Functional Area

Description

Liquidating
Damage?

A.2.c, page 12

Guarantee Fee — Lockbox

The Contractor shall remit any and all guarantee
fee payments and adjustments received at their
physical location to the lockbox for deposit within
twenty-four (24) hours of initial receipt.

A report will be provided summarizing the
guarantee fee payments and adjustments received
to TSAC by the fifth (5™) business day of the
month following the month collected.

A detailed accounting of all movement of funds in
the lockbox to TSAC shall be provided by the
tenth (10™) business day of the month following
the month collected.

Yes

No

A.2.d, page 13

Guarantee Fee —
Turnaround Times

TSAC requires that all guarantee fee payments
and adjustments received from TSAC and TSAC
participating lenders and lender servicers utilizing
an electronic or manual process shall be processed
within forty-eight (48) hours of receipt.

Yes

A.2.e,page 13

Guarantee Fee - Disputes

The Contractor shall respond promptly to all
lenders and lender servicers inquiries related to
guarantee fees. The Contractor shall also resolve
any and all disputes within twenty (20) business
days of receipt.

Yes

A.2.1f, page 13

Guarantee Fee - Tracking

The Contractor shall notify lenders and lender
servicers of delinquent guarantee fee payments
until the guarantee fee payments are more than
ninety (90) days delinquent.

A.4.a, page 15

Loan Maintenance —
Turnaround Times

TSAC requires that all loan maintenance
transactions received utilizing either an electronic
or manual process be placed in either a processed,
returned for correction, or rejected status within a
maximum turnaround time of three (3) business
days, measured from the Contractor’s initial
receipt.

Yes

A.4f, page 17

Loan Maintenance —
Reject Resolution

When a loan maintenance transaction submitted
electronically is rejected, the Contractor shall send
a response file to the postsecondary school, lender,
or lender servicer submitting the loan maintenance
transaction within twenty-four (24) hours of the
initial rejection.

If the required information cannot be obtained to
clear the reject, the Contractor shall return the
hardcopy loan maintenance transaction within
three (3) business days of the initial rejection. A
written explanation is required.
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Contract Section

Functional Area

Description

Liquidating
Damage?

A.4.h, page 18

Loan Maintenance —
Forms and Form Layouts

Upon receipt of a request from TSAC and TSAC
participating schools, lenders, and lender
servicers, the Contractor shall distribute forms
within three (3) business days after the Contractor
receives the request.

Yes

A.4.m, page 19

Loan Maintenance —
Annual Borrower Status
Letter

The Contractor will process changes and/or
updates of loan status received from the letter
within five (5) business days of initial receipt.

A.5.e, page 22

Default Aversion — Reject
Resolution

When a default aversion assistance request
submitted electronically is rejected, the Contractor
shall send a response file to the lender or lender
servicer within twenty-four (24) hours of the
initial rejection.

If the required information cannot be obtained to
clear the reject, the Contractor shall return the
hardcopy default aversion request within three (3)
business days of the initial rejection. A written
explanation is required.

A.5.1, page 22

Default Aversion — Forms
and Form Layouts

Upon receipt of request from TSAC and TSAC
participating lenders and lender servicers, the
Contractor shall distribute the forms requested
within three (3) business days after the Contractor
receives the request.

Yes

A.5., page 24

Default Aversion —
Turnaround Times

TSAC requires that all default aversion requests
received from TSAC or TSAC participating
lenders and lender servicers utilizing an electronic
or manual process shall be placed with a default
aversion professional counseling service within a
maximum turnaround time of three (3) business
days measured from the Contractor’s initial
receipt.

Yes

A.5.], page 24

Default Aversion —
Student Borrower Letter

The Contractor shall send a letter to the student
borrower within five (5) business days of receipt
of a default aversion request advising the student’s
loan(s) have been assigned to a professional
counseling service.

Yes

A5k, page 24

Default Aversion — Parent
Borrower Letter

The Contractor shall send a letter to the parent
borrower within five (5) business days of receipt
of a default aversion request advising the parent’s
loan(s) have been assigned to a professional
counseling service.

Yes

A.5.], page 24

Default Aversion -
Rosters

The Contractor shall send a roster to the certifying
school within five (5) business days of a default
aversion request from the lender and lender
servicer.
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Contract Section

Functional Area

Description

Liquidating
Damage?

A.6.b, page 26

Claim Files — Forms and
Form Layouts

Upon receipt of request from TSAC and TSAC
participating lenders and lender servicers, the
Contractor shall distribute the forms requested
within three (3) business days after the Contractor
receives the request.

Yes

A.6.c.3, page 27

Claim Files — Turnaround
Times

The Contractor shall record on the system all
claim files received from TSAC and TSAC
participating lenders and lender servicers within
three (3) business days measured from the
Contractor’s initial receipt.

Yes

A.6.d, page 28

Claim Files - Review

The Contractor shall review all claim files to
determine whether a claim file should be returned,
rejected, or approved for payment within twenty-
five (25) business days of its receipt.

A.6.d.1, page 28

Claim Files — Returned

If the Contractor is unable to resolve all conditions
for return with the lender or lender servicer, the
Contractor shall return the claim to the lender or
lender servicer within five (5) business days of the
initial reject.

A.6.d.2, page 28

Claim Files — Rejected

If Contractor is unable to resolve all conditions for
reject with the lender or lender servicer, the
Contractor shall return the claim to the lender or
lender servicer within five (5) business days of the
initial reject.

No

A.6.d.3, page 28

Claim Files — Approval
For Payment

The Contractor shall schedule the claim for
payment within thirty (30) days of approval.

A.6.d.6, page 31

Claim Files — Turnaround
Times

The Contractor shall review all claim files
received from TSAC and TSAC participating
lenders and lender servicers within a maximum
turnaround time of twenty-five (25) business days
measured from the Contractor’s initial receipt.

Yes

A.6., page 32

Claim Files — Sampling

For state audit purposes, the Contractor shall send
TSAC copies of ten (10) claims reviewed after the
first of each month.

A.7.a, page 32

Post Claims — Forms and
Form Layouts

Upon receipt of a request from TSAC or TSAC
participating postsecondary schools, lenders, and
lender servicers, the Contractor shall distribute the
forms within three (3) business days after the
Contractor receives the request.

Yes

A.7.b.1, page 32

Post Claims — Student
Borrower Letter

The Contractor shall send a letter to the student
borrower within five (5) business days after the
payment of a default claim advising the student of
their rights and that TSAC is attempting to collect
a debt.

Yes
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Contract Section

Functional Area

Description

Liquidating
Damage?

A.7.b.2, page 33

Post Claims — Parent
Borrower Letter

The Contractor shall send a letter to the parent
borrower within five (5) business days after the
payment of a default claim advising the parent of
their rights and that TSAC is attempting to collect
a debt.

Yes

A.7.b.3, page 33

Post Claims — Endorser
Letter

The Contractor shall send a letter to any endorser
within five (5) business days after the payment of
a default claim advising their rights and that
TSAC is attempting to collect a debt.

Yes

A.7.b.4, page 33

Post Claims — Rosters

The Contractor shall send a roster within five (5)
business days after the payment of a default claim
to TSAC participating postsecondary schools.

A.7.c, page 34

Post Claims — Payments
on Defaulted Loans

The Contractor shall process all payments on
defaulted loans within forty-eight (48) hours of
their receipt in the lockbox.

When an account becomes paid in full, the
Contractor shall send the borrower and endorser a
notice confirming the paid-in-full status no sooner
than thirty (30) days or later than sixty (60) days
after receipt of the final payment.

A.7.c.1, page 34

Post Claims — Default
Payment Lockbox

A report will be provided summarizing the
payments received to TSAC by the twentieth
(20™) business day of the month following the
month collected.

A detailed accounting of all movement of funds in
the lockbox to TSAC shall be provided by the
thirtieth (30™) business day of the month
following the month collected.

A.7.f, page 37

Post Claims — Collection
Agencies

The Contractor shall require all collection
agencies to submit payments received to the
default payment lockbox within forty-eight (48)
hours of receipt.

Yes

A.7.f.1, page 37

Post Claims —
Performance Tracking

The Contractor shall select at random thirty (30)
active accounts from each collection agencies to
audit for compliance. A report of findings will be
provided to TSAC by the fifth (5™) day of the
following month.

A.7.h, page 38

Post Claims —
Administrative Wage
Garnishment

The Contractor shall issue wage garnishment
orders by the two hundred and twenty-fifth (225™)
day of delinquency.

A .8.c, page 40

Program Management —
Correspondence

The Contractor shall respond to student and parent
borrower correspondence within forty-five (45)
days of receipt.
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Contract Section

Functional Area

Description

Liquidating
Damage?

A.11.b, page 54

Additional Work —
Statutory Changes

Federal Family Education Loan Program —
Within fifteen (15) business days of receiving a
signed and finalized functional design from
TSAC, the Contractor shall provide a summary
analysis of the change, to include an estimated
scope of change, an estimated number of hours to
complete the change, an estimated date for User
Acceptance Testing and an estimated date for
Implementation.

TSAA, TELS, Scholarships, and Loan
Forgiveness Programs — Within ten (10) business
days of receiving a signed and finalized software
requirements specification document (SRS) from
TSAC, the Contractor shall provide a summary
analysis of the change, to include an estimated
scope of change, an estimated number of hours to
complete the change, an estimated date for User
Acceptance Testing and an estimated date for
Implementation.

The Contractor shall deliver the agreed upon
changes by the agreed upon dates.

Yes

A.ll.c, page 55

Additional Work —
Defects

Critical deficiencies shall be corrected within
seven (7) calendar days of the date that TSAC
reports the deficiency.

Yes

A.13.b, page 56

Communications —
Communication
Standards

The Contactor shall ensure the average time that a
call remains in queue shall not be longer than
thirty (30) seconds.

The Contractor shall ensure that any calls received
through voice message are returned within twenty-
four (24) hours of its receipt.

Yes

Yes

A.18, page 58

Federal Reporting

The Contractor shall prepare the Forms 2000
reporting to the U.S. Department of Education for
review by TSAC by the tenth (10™) business day
of the month following the prior month.

The Contractor shall post reinsurance payment
data from the U. S. Department of Education
within seven (7) days of receipt of the data.

Yes
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CONTRACT
BETWEEN THE STATE OF TENNESSEE,
TENNESSEE STUDENT ASSISTANCE CORPORATION
AND
GUARANTEC, LLP

This Contract, by and between the State of Tennessee, Tennessee Student Assistance Corporation, hereinafter
referred to as the “State” or “TSAC” and GuaranTec, LLP, hereinafter referred to as the “Contractor,” is for the
provision for the full servicing of TSAC’s Federal Family Education Loan Program and loan portfolio, servicing of
TSAC's grants, scholarships, and loan forgiveness programs, and the TSAC General Ledger System, as further
defined in the "SCOPE OF SERVICES."

The Tennessee Student Assistance Corporation is the State of Tennessee’s designated guaranty agency by the
U. S. Department of Education, responsible for the administration of the Federal Family Education Loan Program
(FFELP), which includes the Federal Stafford (subsidized and unsubsidized) Loan, the Federal PLUS Loan, and
the Federal Consolidation Loan authorized by Title IV of the Higher Education Act of 1965, as amended, and
further authorized by Chapter 4, Title 49-4 of the Tennessee Code Annotated. (Refer to Attachment C, Links to
Statutory and Regulatory Requirements)

The Tennessee Student Assistance Corporation administers a grant program, several scholarship programs, and
loan forgiveness programs. The grant program is the Tennessee Student Assistance Award (TSAA) program.
The scholarship programs are the Ned McWherter Scholars (NMS), Robert C. Byrd Honors Scholarship (RBHS),
Christa McAuliffe Scholarship (CMS), and Dependent Children Scholarship (DCS). The Tennessee Education
Lottery Scholarship (TELS) programs include the Tennessee HOPE Scholarship, Need-Based Supplemental
Award, General Assembly Merit Scholarship, Tennessee HOPE Access Grant, and Wilder-Naifeh Technical Skills
Grant. The loan forgiveness programs are the Tennessee Teaching Scholars (TTS) and Minority Teaching
Fellows (MTF) programs. (Refer to Attachment C, Links to Statutory and Regulatory Requirements)

The Tennessee Student Assistance Corporation General Ledger System is an Internet-based financial reporting
system that tracks financial information for TSAC and other parties. The General Ledger System includes a
general ledger, subsidiary journals and ledgers, cash receipt journal, cash disbursement journal, general journal,
and miscellaneous accounting activities. All applicable components of the General Ledger System shall have the
capability to post into and update the general journal with relevant information.

The Contractor is a Limited Liability Partnership.

The Contractor’s address is 6420 Southpoint Parkway, Jacksonville, Florida, 32216.

The Contractor’s place of incorporation or organization is Florida.

A. SCOPE OF SERVICES FOR THE FULL SERVICING OF TSAC’S FEDERAL FAMILY EDUCATION LOAN

PROGRAM AND LOAN PORTFOLIO, SERVICING OF TSAC’S GRANT, LOTTERY, SCHOLARSHIPS,
AND LOAN FORGIVENESS PROGRAMS, AND THE TSAC GENERAL LEDGER SYSTEM:

The Contractor shall provide an Internet-based system for TSAC that is accessible by students, student
borrowers, parent borrowers, high schools, TSAC participating postsecondary schools, lenders, lender
servicers, vocational rehabilitation counselors, and workforce investment case managers. The system shall
be capable of meeting or exceeding the requirements stated in this Scope of Services.
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The system shall also provide distinctive customer service features, accuracy and predictability, ease of use,
prompt access to information by TSAC, students, student borrowers, parent borrowers, high schools, TSAC
participating postsecondary schools, lenders, lender servicers, vocational rehabilitation counselors, and workforce
investment case managers, the functionality and the flexibility to accommodate the preferences of TSAC, high
schools, TSAC participating postsecondary schools, lenders, lender servicers, vocational rehabilitation counselors
and workforce investment case managers and provide relational system capabilities in data entry, analysis,
reporting, organization, tracking, and refinement of data.

The Contractor shall comply with State standards and guidelines where such standards exist and State-approved
standards for application development tasks when they do not exist. State review and approval is required for the
use of non-standard products and procedures.

A1,

Loan Origination for the Federal Family Education Loan Program.

The Contractor shall provide TSAC as part of the Internet-based system the capability of processing a
request for loan guarantee for FFELP loans, including, and without limitation, Federal Stafford Loans,
Federal PLUS Loans, and Federal Consolidation Loans.

The Contractor shall ensure the forms, form layouts, formats, programs, procedures, and
documentation needed to transmit and receive loan data on a request for loan guarantee through a
system that meets TSAC, the State of Tennessee, and the U.S. Department of Education statutory and
regulatory requirements, and complies with all applicable statutes, regulations, directives, and initiatives
for the Federal Family Education Loan Program.

The Contractor shall provide data entry, add/change/delete/update screens for TSAC and TSAC
participating postsecondary schools, lenders, and lender servicers to use during the loan originations
process. Data screens shall be pre-filled with information from the system and shall include, at a
minimum:

Student borrower and/or parent borrower name,

Student borrower and/or parent borrower street address, city, state, and zip code,

Student borrower and/or parent borrower telephone numbers,

Social security number,

Lender or lender servicer name and OPEID (Refer to Attachment A, Glossary), and

Postsecondary school name and OPEID. (Refer to Attachment A, Glossary)

The Contractor shall ensure the forms, form layouts, formats, programs, procedures, and
documentation needed to add/change/delete/update loan data during the loan origination process
meets TSAC, the State of Tennessee, and the U.S. Department of Education, and complies with
all applicable statutes, regulations, directives, and initiatives for the Federal Family Education Loan
Program.

The Contractor shall provide the capability for TSAC and TSAC participating postsecondary schools,
lenders, and lender servicers to print Master Promissory Notes, Federal Consolidation Loan Application
and Promissory Notes, Notices of Loan Guarantee and Disclosure Statements, School Notices of Loan
Guarantee, Loan Counseling forms, mailing and file folder labels for student borrowers and parent
borrowers, and all loan origination reports and rosters on-line. The Contractor shall also have the
capability to print and distribute to TSAC and TSAC participating postsecondary schools, lenders, and
lender servicers Master Promissory Notes, Federal Consolidation Loan Application and Promissory
Notes, Notices of Loan Guarantee and Disclosure Statements, School Notices of Loan Guarantee,
Loan Counseling forms, mailing and file folder labels for student and parent borrowers, and all loan
origination reports and rosters to accommodate the preferences of TSAC and TSAC participating
postsecondary schools, lenders, and lender servicers.

Student borrower and parent borrower demographic and loan information for each loan guaranteed
shall be recorded on the system by individual borrower and loan type. The system shall provide loan
tracking, tracking of loan status, and reporting capabilities at the borrower and loan level.

The Contractor shall provide the capability to brand specific postsecondary school, lender, and lender
servicer information or logo on the system to accommodate the preferences of TSAC and TSAC
participating postsecondary schools, lenders, and lender servicers.

The Contractor shall honor and process all existing TSAC loans which have been certified as eligible by
TSAC and TSAC participating postsecondary schools, lenders and lender servicers on or before
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December 31, 2005. Any and all loans that meets TSAC, the State of Tennessee, and the U.S.
Department of Education statutory and regulatory requirements, and all system edits shall be
guaranteed.

A.1.a.

A1.b.

Electronic Loan Processing.

The Contractor shall provide TSAC and TSAC participating postsecondary schools, lenders,
and lender servicers with the capability of processing a request for loan guarantee for FFELP
loans, including, and without limitation, Federal Stafford Loans, Federal PLUS Loans, and
Federal Consolidation Loans within timeframes to be determined by TSAC utilizing an
electronic process.

The Contractor shall ensure the forms, form layouts, formats, programs, procedures and
documentation needed to transmit and receive loan data electronically for a request for loan
guarantee meets TSAC, the State of Tennessee, and the U.S. Department of Education
statutory and regulatory requirements, and complies with all applicable statutes, regulations,
directives, and initiatives for the Federal Family Education Loan Program.

The Contractor shall provide data entry, add/change/delete/update screens for TSAC and
TSAC participating postsecondary schools, lenders, and lender servicers for use when
requesting a loan guarantee electronically. Data screens shall be pre-filled with information
from the system and shall include, at a minimum:

Student borrower and/or parent borrower name,

Student borrower and/or parent borrower street address, city, state, and zip code,
Student borrower and/or parent borrower telephone numbers,

Social security number,

Lender or lender servicer name and OPEID, and

Postsecondary school name and OPEID.

The Contractor shall ensure the forms, form layouts, formats, programs, procedures, and
documentation needed to add/change/delete/update loan data electronically meets TSAC, the
State of Tennessee, and the U.S. Department of Education statutory and regulatory
requirements, and complies with all applicable statutes, regulations, directives, and initiatives
for the Federal Family Education Loan Program.

The Contractor shall also provide the capability to TSAC and TSAC participating postsecondary
schools, lenders, and lender servicers to print Master Promissory Notes, Federal Consolidation
Loan Application and Promissory Notes, Notices of Loan Guarantee and Disclosure
Statements, School Notices of Loan Guarantee, Loan Counseling forms, mailing and file
folders labels for student borrowers and parent borrowers, and all loan processing reports and
rosters on-line to accommodate the preferences of TSAC and TSAC participating
postsecondary schools, lenders, and lender servicers.

Student borrower and parent borrower demographic and loan information from each
guaranteed loan shall be recorded on the system by individual borrower and loan type.

Manual Loan Processing.

The Contractor shall provide TSAC and TSAC participating postsecondary schools, lenders,
and lender servicers with the capability of processing a request for loan guarantee for FFELP
loans, including, and without limitation, Federal Stafford Loans, Federal PLUS Loans, and
Federal Consolidation Loans within timeframes to be determined by TSAC utilizing a manual
process. The Contractor will process and edit for guarantee any hardcopy Master Promissory
Note, School Certification, and Federal Consolidation Loan Application and Promissory Note
received from TSAC and TSAC participating postsecondary schools, lenders, and lender
servicers.

The Contractor shall ensure the forms, form layouts, format, programs, procedures, and
documentation needed to process a manual request for loan guarantee meets TSAC, the State
of Tennessee, and the U.S. Department of Education statutory and regulatory requirements,
and complies with all applicable statutes, regulations, directives, and initiatives for the Federal
Family Education Loan Program.
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The Contractor shall provide data entry, change and/or update screens needed to process a
manual request for loan guarantee. Data screens shall be pre-filled with information from the
system and shall include, at a minimum:

Student borrower and/or parent borrower name,

Student borrower and/or parent borrower street address, city, state, and zip code,
Student borrower and/or parent borrower telephone numbers,

Social security number,

Lender or lender servicer name and OPEID, and

Postsecondary school name and OPEID.

The Contractor shall ensure the forms, form layouts, formats, programs, procedures, and
documentation needed to add/change/delete/update a manual request for loan guarantee
meets TSAC, the State of Tennessee, and the U.S. Department of Education statutory and
regulatory requirements, and complies with all applicable statutes, regulations, directives, and
initiatives for the Federal Family Education Loan Program.

The Contractor shall also have the capability to print and distribute to TSAC and TSAC
participating postsecondary schools, lenders, and lender servicers utilizing a manual process
Master Promissory Notes, Federal Consolidation Loan Application and Promissory Notes,
Notices of Loan Guarantee and Disclosure Statements, School Notices of Loan Guarantee,
Loan Counseling forms, mailing and file folder labels for student borrowers and parent
borrowers, and all loan processing reports and rosters to accommodate the preferences of
TSAC and TSAC participating postsecondary schools, lenders, and lender servicers.

Student borrower and parent borrower demographic and loan information from each
guaranteed loan shall be recorded on the system by individual borrower and loan type.

A.1.c. Turnaround Times.

TSAC requires that all loans received from TSAC or TSAC participating postsecondary schools,
lenders and lender servicers utilizing an electronic or manual process shall be placed in either
a guaranteed, guarantee awaiting promissory note verification, hold/release, or rejection status
within @ maximum turnaround time of twenty-four (24) hours, measured from the Contractor’s
initial receipt of the loan data, Master Promissory Note and/or School Certification to loan
guarantee, guaranteed awaiting promissory note, hold/release, and rejection status on the
system.

The Contractor shall provide TSAC the capability to produce a weekly production report of all loans
processing during the prior week to TSAC. The weekly production report shall include, at a
minimum:

Loan type,

Number of student borrowers,

Number of parent borrowers,

Dollar amounts,

Number of loans in a guaranteed status,

Number of loans in a guaranteed awaiting promissory note verification status,

Number of loans in a hold/release status, and

Number of loans in a rejection status.

The weekly production report shall also include the average turnaround time, the number of loans
that exceeded the turnaround time, and the total number of days exceeded. (Refer to Attachment
D, Schedule of Liquidated Damages)

A.1.d. System Edits.

The Contractor shall provide system edits for the loan origination processes that meets TSAC, the
State of Tennessee, and the U.S. Department of Education statutory and regulatory requirements,
and complies with all applicable statutes, regulations, directives, and initiatives for the Federal
Family Education Loan Program.
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The system edits shall have the capability to detect all reject conditions during a single edit
cycle to avoid multiple submissions of loan data. The Contractor shall accommodate any and
all requests from TSAC to override the system edits received either by telephone, fax, or email.

The Contractor shall also provide TSAC with a report of all of the system edits on-line or in
hardcopy. The report shall include, at a minimum:

e System edit code number,
¢ System edit code description, and
o Corrective action needed if loan data rejects.

Reject Resolution.

When loan data submitted electronically is rejected, the Contractor shall send a response file to
the postsecondary school, lender, or lender servicer submitting the loan data within twenty-four
(24) hours of the initial rejection.

When loan data received through the manual process is rejected, the Contractor shall contact
the postsecondary school, lender, or lender servicer submitting the rejected loan data either by
telephone, fax, or email within twenty-four (24) hours of the initial rejection. If the required
information cannot be obtained to clear the reject, the Contractor shall return the hardcopy
Master Promissory Note and/or School Certification to the postsecondary school, lender, and
lender servicer within forty-eight hours (48) hours of the initial rejection. The Contractor shall
provide, with the hardcopy Master Promissory Note, School Certification, and Federal
Consolidation Loan Application and Promissory Note, a written explanation of the rejection.

The Contractor shall also provide to TSAC for TSAC participating postsecondary schools,
lenders, and lender servicers the instructions for correcting the reject unless TSAC instructs the
Contractor to resolve rejections for TSAC participating postsecondary schools, lenders, or
lender servicers.

Guaranteed Awaiting Promissory Note Verification.

The Contractor shall provide TSAC and TSAC participating postsecondary schools, lenders,
and lender servicers with the capability to utilize a guaranteed awaiting promissory note
verification process for FFELP loans, including, and without limitation, Federal Stafford Loans
and Federal PLUS Loans. A guaranteed awaiting promissory verification status shall be issued
once the loan data passes the loan origination system edits. The guarantee process will only
be completed once the lender or lender servicer notifies the Contractor by telephone, fax, or
email that a signed promissory note has been received. The Contractor shall also send, at
intervals to be determined by TSAC, a notice to student borrowers and parent borrowers with
loans in a guaranteed awaiting promissory note verification status. The notice shall be
distributed every thirty (30) days as a reminder to student borrowers and parent borrowers to
sign their Master Promissory Note and forward it to their lender or lender servicer. (Refer to
Attachment D, Schedule of Liquidated Damages)

Hold/Release.

The Contractor shall provide TSAC and TSAC participating postsecondary schools, lenders,
and lender servicers with the capability to utilize a Hold/Release process for FFELP loans,
including, and without limitation, Federal Stafford Loans and Federal PLUS Loans. A
Hold/Release status will assist postsecondary schools to comply with the U.S. Department of
Education statutory and regulatory requirements that require Electronic Funds Transfer (EFT)
or Master Check disbursements to be delivered to student borrowers and parent borrowers
within three (3) business days of receipt.

Real-Time/Near Real-Time Guarantee.

The Contractor shall provide TSAC and TSAC participating postsecondary schools, lenders,
and lender servicers with the capability to enter loan data for the real-time/near real-time
guarantee of FFELP loans, including, and without limitation, Federal Stafford Loans and
Federal PLUS Loans.

The Contractor shall ensure the forms, form layouts, formats, programs, procedures, and
documentation to enter loan data online meet TSAC, the State of Tennessee, and the U.S.
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Department of Education statutory and regulatory requirements and comply with all applicable
statutes, regulations, directives, and initiatives for the Federal Family Education Loan Program,
and shall be made at no additional cost to TSAC.

Add/Change/Delete/Update Loan Data.

The Contractor shall provide TSAC and TSAC participating postsecondary schools, lenders, and
lender servicers with the capability to add/change/delete/update loan data for FFELP loans,
including, and without limitation, Federal Stafford Loans and Federal PLUS Loans within
timeframes to be determined by TSAC ultilizing either an electronic or manual process.

The Contractor shall ensure the forms, form layouts, formats, programs, procedures, and
documentation needed to add/change/delete/update loan data meets TSAC, the State of
Tennessee, and the U.S. Department of Education statutory and regulatory requirements, and
complies with all applicable statutes, regulations, directives, and initiatives for the Federal Family
Education Loan Program.

The Contractor shall allow for add/changes/delete/updates to loan data without requiring the
cancellation and re-issuance of a guarantee. The add/change/delete/updates to loan data shall
include, at a minimum:

Student borrower and/or parent borrower demographic information,
Increase and/or decrease to a guaranteed loan amount,
Disbursement date changes,

Loan period changes, and

Re-allocation of loan amounts between subsidized and unsubsidized.

External Internet Products.

The Contractor shall provide TSAC and TSAC participating postsecondary schools, lenders,
and lender servicers the ability to utilize other Internet-based products (e.g. ELM Resources,
Banner, PeopleSoft, etc.) to process loan data and request a TSAC guarantee for FFELP
loans, including, and without limitation, Federal Stafford Loans and Federal PLUS Loans.

The Contractor shall ensure the forms, form layouts, formats, programs, procedures, and
documentation needed to process loan data and request a TSAC guarantee through an
external internet product meets TSAC, the State of Tennessee, and the U.S. Department of
Education, and complies with all applicable statutes, regulations, directives, and initiatives for
the Federal Family Education Loan Program.

A.1j.1. ELM Resources.

The Contractor shall support TSAC'’s participation with ELM Resources by receiving
and providing information in the forms, form layouts, formats, programs, procedures,
and documentation established by ELM Resources.

The Contractor shall be responsible for all associated costs related to TSAC's
participation with ELM Resources. (Refer to Attachment A, Glossary)

Internal Internet Products.

The Contractor shall provide Internet-based products for TSAC that are accessible by student
borrowers, parent borrowers, and TSAC participating postsecondary schools, lenders, and
lender servicers that have distinctive customer service features, accuracy and predictability,
ease of use, prompt access to information by TSAC, student borrowers, parent borrowers, and
TSAC participating postsecondary schools, lenders and lender servicers, the functionality and
flexibility to accommodate the preferences of TSAC and TSAC participating postsecondary
schools, lenders, and lender servicers.

A.1.k.1. eSignature.

The Contractor shall provide TSAC and TSAC participating postsecondary schools,
lenders, and lender servicers with an eSignature process for FFELP loans, including,
and without limitation, Federal Stafford Loans and Federal PLUS Loans. The
Contractor shall provide the capability during the PLUS eSignature process to perform
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a credit check for determining eligibility for TSAC participating postsecondary schools,
lenders, and lender servicers.

The Contractor shall also ensure the forms, form layouts, formats, programs,
procedures, and documentation meets TSAC, the State of Tennessee, and the U.S.
Department of Education statutory and regulatory requirements, and complies with all
applicable statutes, regulations, directives, and initiatives for the Federal Family
Education Loan Program.

A.1.k.2. Disbursement Support.

The Contractor shall provide TSAC and TSAC participating postsecondary schools,
lenders, and lender servicers with the capability to utilize a Disbursement Support
process for FFELP loans, including, and without limitation, Federal Stafford Loans and
Federal PLUS Loans.

Disbursement Support process shall facilitate the transfer of student loan proceeds
between TSAC and TSAC participating postsecondary schools, lenders, and lender
servicers who have signed an “Agreement for Participation” in the process.
Disbursement Support shall be a single source of contact for postsecondary schools,
lenders and lender servicers to process loans and receive loan proceeds from multiple
lenders and lender servicers. The Disbursement Support process shall also provide
guaranteed awaiting promissory note verification process as stated in A.1.f. in this
Scope of Services.

The Contractor shall ensure the forms, form layouts, formats, programs, procedures, and
documentation meets TSAC, the State of Tennessee, and the U.S. Department of
Education statutory and regulatory requirements, and complies with all applicable
statutes, regulations, directives, and initiatives for the Federal Family Education Loan
Program.

A.1.k.3. On-Line Loan Counseling.

The Contractor shall provide TSAC and TSAC participating postsecondary schools,
lenders, and lender servicers with the capability to utilize on-line Loan Counseling for
FFELP loans, including, and without limitation, Federal Stafford Loans and Federal
PLUS Loans.

The Contractor shall ensure the forms, form layouts, formats, programs, procedures,
and documentation for on-line loan counseling meets TSAC, the State of Tennessee,
and the U.S. Department of Education statutory and regulatory requirements, and
complies with all applicable statutes, regulations, directives, and initiatives for the
Federal Family Education Loan Program.

Blanket Guarantee.

The Contractor shall provide TSAC and TSAC participating postsecondary schools, lenders,
and lender servicers with the capability to utilize Blanket Guarantee for FFELP loans, including,
and without limitation, Federal Stafford Loans and Federal PLUS Loans. Blanket Guarantee
will be utilized by TSAC participating lenders and lender servicers who have signed a
“Memorandum of Understanding for the TSAC Blanket Guarantee”.

The Contractor shall ensure the forms, form layouts, formats, programs, procedures, and
documentation meets TSAC, the State of Tennessee, and the U.S. Department of Education
statutory and regulatory requirements, and complies with all applicable statutes, regulations,
directives, and initiatives for the Federal Family Education Loan Program.

Pre-Approval Process.

The Contractor shall provide TSAC and TSAC participating postsecondary schools, lenders,
and lender servicers with the capability to utilize a Pre-Approval process for FFELP loans,
including, and without limitation, Federal Stafford Loans and Federal PLUS Loans. The Pre-
Approval process will be utilized by TSAC participating lenders and lender servicers who have
signed a “Memorandum of Understanding for the TSAC Pre-Approved Lender”. The Contractor
shall automatically guarantee FFELP loans submitted by TSAC participating postsecondary
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schools, using a lender identification number that is designated as a Pre-Approved Lender
utilizing an electronic or manual process.

The Contractor shall ensure the forms, form layouts, formats, programs, procedures, and
documentation meets TSAC, the State of Tennessee, and the U.S. Department of Education
statutory and regulatory requirements, and complies with all applicable statutes, regulations,
directives, and initiatives for the Federal Family Education Loan Program.

CommonRecord:CommonLine.

The Contractor shall provide TSAC and TSAC participating postsecondary schools, lenders,
and lender servicers with the capability of utilizing CommonRecord:CommonLine to process
loan data for FFELP loans, including, and without limitation, Federal Stafford Loans and
Federal PLUS Loans. The Contractor shall also ensure the forms, form layouts, formats,
programs, procedures, and documentation meets TSAC, the State of Tennessee, and the U.S.
Department of Education statutory and regulatory requirements, and complies with all
applicable statutes, regulations, directives, and initiatives for the Federal Family Education
Loan Program.

Lender of Last Resort Program.

The Contractor shall provide TSAC and TSAC participating postsecondary schools, lenders,
and lender servicers a process for Lender of Last Resort Program loan requests and
guarantees. The Contractor must agree to comply with all applicable statutes, regulations,
directives, and procedures pertaining to the Lender of Last Resort Program. Any and all loans
guaranteed under the Lender of Last Resort Program shall be tracked individually on the loan
origination system. The Contractor's system shall handle all operations of this program,
including, at a minimum, loan processing, loan disbursements, loan transfers, and full loan
servicing during the life of the loan if a participating TSAC lender or lender servicer is not
available.

Forms and Form Layouts.

Any and all forms and form layouts used in loan origination shall meet TSAC, the State of
Tennessee, and the U.S. Department of Education statutory and regulatory requirements, and
comply with all applicable statutes, regulations, directives, and initiatives for the Federal Family
Education Loan Program.

The Contractor shall create, print, and distribute on demand quantities of Master Promissory
Notes, Instructions, Wraparounds, School Certifications, Federal Consolidation Loan
Application and Promissory Notes, Notices of Loan Guarantee and Disclosure Statements,
School Notices of Loan Guarantee, Loan Counseling, and other forms used in loan originations
to accommodate the preferences of TSAC and TSAC participating postsecondary schools,
lenders, and lender servicers to be determined by TSAC.

The Contractor shall have the capability to brand specific postsecondary school, lender, and
lender servicer information to forms and form layouts used in loan origination to accommodate
the preferences of TSAC and TSAC participating postsecondary schools, lenders, and lender
servicers within timeframes to be determined by TSAC.

The Contractor shall also provide TSAC and TSAC participating postsecondary schools,
lenders, and lender servicers with the forms, form layouts, formats, programs, procedures, and
documentation to order forms either by telephone, fax, email or on-line. Upon receipt of a
request from TSAC and TSAC participating postsecondary schools, lenders, and lender
servicers, the Contractor shall distribute the forms requested within three (3) business days
after the Contractor receives the request. (Refer to Attachment D, Schedule of Liquidated
Damages)

A.1.p.1. Master Promissory Note.

The Contractor shall provide TSAC and TSAC participating postsecondary schools,
lenders, and lender servicers with the capability of using the Master Promissory Note
for FFELP loans, including, and without limitation, Federal Stafford Loans and Federal
PLUS Loans utilizing either an electronic or manual process. The Contractor shall
also ensure the forms, form layouts, formats, programs, procedures, and
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documentation for the Master Promissory Note meets TSAC, the State of Tennessee,
and the U.S. Department of Education statutory and regulatory requirements, and
complies with all applicable statutes, regulations, directives, and initiatives for the
Federal Family Education Loan Program.

The Contractor shall provide the documentation and procedures for an active or
passive confirmation process. Theses processes shall be made available to TSAC
and TSAC participating postsecondary schools, lenders, and lender servicers.

Pre-Fill Master Promissory Notes.

The Contractor shall Pre-fill Master Promissory Notes using demographic and loan
information from the loan origination system and Institutional Student Information Record
(ISIR). (Refer to Attachment A, Glossary) The Contractor shall download the ISIR data
on a daily basis. The information on the pre-filled Master Promissory Notes shall include,
at a minimum:

Student borrower and/or parent borrower name,

Student borrower and/or parent borrower street address, city, state, and zip code,
Social security number, and

Lender or lender servicer name and OPEID.

The Contractor shall also print and distribute Pre-filled Master Promissory Notes to TSAC
participating postsecondary schools, lenders, and lender servicers to accommodate the
preferences of TSAC and TSAC participating postsecondary schools, lenders, and lender
servicers utilizing either an electronic or manual process.

Notice of Loan Guarantee and Disclosure Statement.

The Contractor shall generate a Notice of Loan Guarantee and Disclosure Statement for
FFELP loans, including, and without limitation, Federal Stafford Loans, Federal PLUS
Loans, and Federal Consolidation Loans. The Contractor shall print and distribute the
Notice of Loan Guarantee and Disclosure Statement to TSAC and TSAC participating
lenders and lender servicers according to the preferences of TSAC and TSAC
participating lenders and lender servicers. The Notice of Loan Guarantee and Disclosure
Statement shall meet TSAC, the State of Tennessee, and the U.S. Department of
Education statutory and regulatory requirements, and comply with all applicable statutes,
regulations, directives, and initiatives for the Federal Family Education Loan Program.

The Notice of Loan Guarantee and Disclosure Statement shall include, at a minimum:

Student borrower and/or parent borrower name,

Social security number,

Interest rate,

Lender or lender servicer name and OPEID,

Postsecondary school name and OPEID,

Amount of guarantee and origination fee applicable to the loan type,
Insurance number,

Loan period,

Loan amount, and

All loans previously guaranteed by loan type.

The Contractor shall provide the capability for lenders and lender servicers using an
electronic process to print the Notice of Loan Guarantee and Disclosure Statement on-
line.

In the event a lender or lender servicer requests a duplicate Notice of Loan Guarantee
and Disclosure Statement, the Contractor shall provide a duplicate to the lender or lender
servicer at no additional cost to TSAC. The Notice of Loan Guarantee and Disclosure
Statement shall be identified as a duplicate.

In the event a lender or lender servicer receives a Notice of Loan Guarantee and
Disclosure Statement with incorrect loan data, the Contractor shall provide a revised
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Notice of Loan Guarantee and Disclosure Statement at no additional cost to TSAC. The
Notice of Loan Guarantee and Disclosure Statement shall be identified as a revision.

A.1.p.4. School Notice of Loan Guarantee.

The Contractor shall generate a School Notice of Loan Guarantee for FFELP loans,
including, and without limitation, Federal Stafford Loans and Federal PLUS Loans. The
Contractor shall print and distribute the School Notice of Loan Guarantee to TSAC and
TSAC participating postsecondary schools according to the preferences of TSAC and
TSAC participating postsecondary schools. The School Notice of Loan Guarantee shall
meet TSAC, the State of Tennessee, and the U.S. Department of Education statutory and
regulatory requirements, and comply with all applicable statutes, regulations, directives,
and initiatives for the Federal Family Education Loan Program.

The School Notice of Loan Guarantee shall include, at a minimum:

Student borrower and/or parent borrower name,

Social security number,

Interest rate,

Lender or lender servicer name and OPEID,

Postsecondary school name and OPEID,

Amount of guarantee and origination fee applicable to the loan type,
Loan period,

Insurance number,

Loan amount, and

All loans previously guaranteed by loan type.

The Contractor shall provide the capability for postsecondary schools using an electronic
process to print the School Notice of Loan Guarantee on-line.

In the event a postsecondary school requests a duplicate School Notice of Loan
Guarantee, the Contractor shall provide a duplicate School Notice of Loan Guarantee to
the postsecondary school at no additional cost to TSAC. The School Notice of Loan
Guarantee shall be identified as a duplicate.

In the event a postsecondary school receives a School Notice of Loan Guarantee with
incorrect loan data, the Contractor shall provide a revised School Notice of Loan
Guarantee to the postsecondary school at no additional cost to TSAC. The School Notice
of Loan Guarantee shall be identified as a revision.

A.1.p.5. Loan Counseling.

The Contractor shall generate a Loan Counseling form to be utilized for Entrance and
Exit Loan Counseling for FFELP loans, including, and without limitation, Federal
Stafford Loans, Federal PLUS Loans, and Federal Consolidation Loans.

The Loan Counseling form shall include, at a minimum:

Student borrower and/or parent borrower name,

Student borrower and/or parent borrower street address, city, state, and zip code,
Social security number,

Lender or lender servicer name and OPEID

Postsecondary school name and OPEID, and

Loan amount.

The Loan Counseling form shall meet TSAC, the State of Tennessee, and the U.S.
Department of Education statutory and regulatory requirements, and comply with all
applicable statutes, regulations, directives, and initiatives for the Federal Family
Education Loan Program.

The Contractor shall provide the capability for postsecondary schools using an electronic
process to print Loan Counseling form layouts on-line.

A1.q. Tracking.
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The Contractor shall provide TSAC the capability to track the loan origination process for all
current and future FFELP loans, including, and without limitation, Federal Stafford Loans,
Federal PLUS Loans, and Federal Consolidation Loans, from the initial receipt of loan data,
disbursement, cancellation, repayment, and history information. The Contractor shall also
have the capability to track loan data, at a minimum:

Loan type,

Grade level,

Postsecondary school name and OPEID,

Lender or lender servicer name and OPEID,

Number of student borrowers and parent borrowers,

Number of loans, and

Dollar volume guaranteed for each TSAC participating postsecondary school, lender, and
lender servicer.

The Contractor shall ensure that a guarantee is not issued in excess of dollar limits determined
by TSAC for TSAC participating postsecondary schools, lenders, and lender servicers.

Reports.

The Contractor shall provide TSAC with comprehensive management reports in summary and
detailed formats for FFELP loans, including, and without limitation, Federal Stafford Loans,
Federal PLUS Loans, and Federal Consolidation Loans. The Contractor shall provide TSAC
with the capability to run reports selected according to the following criteria: daily, weekly,
monthly, quarterly, fiscal years, and annual basis as needed. The Contractor shall provide the
capability for TSAC to print the reports on-line. The Contractor shall ensure the forms, form
layouts, formats, programs, procedures, and documentation used to provide the capability to
print reports on-line meets TSAC, the State of Tennessee, and the U.S. Department of
Education, and complies with all applicable statutes, regulations, directives, and initiatives for
the Federal Family Education Loan Program.

The management reports shall include, at a minimum:

Postsecondary school name and OPEID,

Lender or lender servicer name and OPEID,

Loan type,

Number of loans guaranteed (broken down by grade level),

Number of student borrowers and parent borrowers,

Totals for each loan type, and

Grand totals.

All reports shall be made available to TSAC in daily, weekly, monthly, quarterly, State fiscal
year, Federal fiscal year, and calendar year formats to accommodate the preferences of TSAC.

Guarantee Fee for the Federal Family Education Loan Program.

The Contractor shall provide TSAC as part of the Internet-based system the capability of processing
guarantee fee payments for FFELP loans, including, and without limitation, Federal Stafford Loans and
Federal PLUS Loans.

The guarantee fee shall be determined by TSAC and may be periodically adjusted by TSAC. The
Contractor shall provide TSAC with the capability to adjust the guarantee fee for all loans, waive the
guarantee fee, or reduce the guarantee fee for selected sub-populations according to the preferences of
TSAC and TSAC participating lenders, and lender servicers. The sub-populations may include, at a
minimum:

Loan type,

Postsecondary school type,

Postsecondary school name and OPEID,

Lender or lender servicer name and OPEID,

Student borrower and/or parent borrower state of residence, and
Grade level.
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System Edits.

The Contractor shall provide system edits for processing guarantee fee payments that meets
TSAC, the State of Tennessee, and the U.S. Department of Education statutory and regulatory
requirements, and complies with all applicable statutes, regulations, directives, and initiatives for
the Federal Family Education Loan Program.

The system edits shall have the capability to detect all reject conditions during a single edit cycle to
avoid multiple submissions of loan data. The Contractor shall accommodate any and all requests
from TSAC to override the system edits received by telephone, fax, or email.

The Contractor shall also provide TSAC with a report of all of the system edits on-line or in
hardcopy. The report shall include, at a minimum:

e System edit code number,
o System edit description, and
o Correction action needed if guarantee fee payment rejects.

Billing Rosters.

The Contractor shall provide billing rosters for FFELP loans, including, and without limitation,
Federal Stafford Loans and Federal PLUS Loans guaranteed during the prior month within
timeframes to be determined by TSAC for TSAC participating lenders and lender servicers utilizing
either an electronic or manual process.

The billing rosters shall be created based upon disbursement information for the prior month
recorded on the system.

The billing rosters shall include, at a minimum:

Student borrower and/or parent borrower social security number,
Student borrower and/or parent borrower name

Lender or lender servicer name and OPEID,

Loan type,

Guarantee date,

Disbursement dates,

Insurance number,

Loan amounts,

Amount of guarantee fee due, and

Any credits due.

The Contractor shall ensure the forms, form layouts, formats, programs, procedures, and
documentation needed process a guarantee fee meets TSAC, the State of Tennessee, and the
U.S. Department of Education statutory and regulatory requirements, and complies with all
applicable statutes, regulations, directives, and initiatives for the Federal Family Education Loan
Program.

The billing rosters shall provide indicators for the lenders and lender servicers to clearly note
activity that changes its guarantee fee liability at the disbursement, loan, or report level on-line. The
lenders and lender servicers may post any adjustments to the guarantee fee billing roster.

These adjustments may include, at a minimum:

Disbursement cancellations,

Loan cancellations,

Disbursement reductions,

Disbursement reschedules,

Reinstatements, and

Loan re-allocations (between subsidized and unsubsidized).

Lenders and lender servicers shall pay their guarantee fees by submitting either a check or
electronic funds transmission along with a copy of the itemized billing roster to the TSAC
lockbox specified for the receipt of guarantee fee payments.
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A.2.c. Guarantee Fee Lockbox.

A2d.

The Contractor shall provide TSAC with a lockbox to be utilized for the receipt of guarantee fee
payments and adjustments via paper check and ACH received from TSAC participating lenders
and lender servicers.

The lockbox shall be located at a State of Tennessee approved financial institution. The lockbox
shall also meet TSAC, the State of Tennessee, and the U.S. Department of Education statutory
and regulatory requirements for the receipt and processing of guarantee fee payments. The
Contractor shall remit any and all guarantee fee payments and adjustments received at their
physical location to the lockbox for deposit within twenty-four (24) hours of initial receipt. The
Contractor is responsible for the accounting of any and all guarantee fee payments and
adjustments received at the lockbox.

A report summarizing the guarantee fee payments and adjustments received shall be provided
to TSAC by the fifth (5th) business day of the month following the month collected. The
Contractor shall provide a detailed accounting of all movement of funds in the lockbox to TSAC
by the tenth (10th) business day of the month following the month collected. (Refer to
Attachment D, Schedule of Liquidated Damages)

A.2.c.1. State of Tennessee Accounting and Reporting System.

The Contractor shall provide the capability for communication between the State of
Tennessee Accounting and Reporting System (STARS) and the Federal Family
Education Loan Program to load guarantee fee payment data. This process shall
meet TSAC, the State of Tennessee, and the U. S. Department of Education statutory
and regulatory requirements, and comply with all applicable statutes, regulations,
directives, and initiatives for the Federal Family Education Loan Program. This
process shall provide the data required to create a deposit transaction and provide the
necessary forms, form layouts, formats, programs, procedures, and documents
needed to process the transaction through STARS. (Refer to Attachment A, Glossary
and Attachment B, State of Tennessee Interface Protocols)

A.2.c.2. TSAC General Ledger System.

The Contractor shall provide the capability for communication between the TSAC
General Ledger System and the Federal Family Education Loan Program to
post/change/update data on the TSAC General Ledger. This process shall meet
TSAC, the State of Tennessee, and the U.S. Department of Education statutory and
regulatory requirements, and comply with all applicable statutes, regulations,
directives, and initiatives for the Federal Family Education Loan Program. This
process shall also meet the requirements and applicable subcomponents designated
by TSAC in this Scope of Services. The General Ledger System must be capable of
operating in the State’s technical environment. TSAC’s network currently consists of a
HP Proliant DL380, Novell Net Ware 6 Server Version 5.60.04 software and 10-100
Base TX Ethernet. Desktops are running Microsoft Windows XP Service Pack 2. The
General Ledger System shall reside on a server located at the Contractor.

Turnaround Times.

TSAC requires that all guarantee fee payments and adjustments received from TSAC or TSAC
participating lenders and lender servicers utilizing an electronic or manual process shall be
processed within forty-eight (48) hours of receipt.

The Contractor shall provide TSAC the capability to produce a weekly production report of all
guarantee fee payments and adjustments processing during the prior week to TSAC. The weekly
production report shall include, at a minimum:

Loan type,

Number of student borrowers and parent borrowers,
Dollar amount of guarantee fee payments received, and
Dollar amount of guarantee fee adjustments received.
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A2f.

A2g.

A2.h.

The weekly production report shall also include the average turnaround time, the number of loans
that exceeded the turnaround time, and the total number of days exceeded. (Refer to Attachment
D, Schedule of Liquidated Damages)

Disputes.

The Contractor shall promptly notify lenders or lender servicers either by letter, telephone, fax, or
email of any discrepancy between its guarantee fee due and the amount paid, and shall provide
any and all supporting documentation needed to explain the difference. The Contractor shall
respond promptly to all lenders and lender servicers inquiries related to guarantee fees. The
Contractor shall also resolve any and all disputes within twenty (20) business days of receipt. The
Contractor shall refer all unresolved disputes to TSAC. (Refer to Attachment D, Schedule of
Liquidated Damages)

Tracking.

The Contractor shall provide TSAC the capability of tracking outstanding guarantee fee payments
due for all current and future FFELP loans, including, and without limitation, Federal Stafford Loans
and Federal PLUS Loans. The Contractor will notify lenders and lender servicers of delinquent
guarantee fee payments until the guarantee fee payments are more than ninety (90) days
delinquent. After ninety (90) days, TSAC will assume responsibility for resolving problems related
to the collection of delinquent guarantee fees, but will expect the Contractor to supply timely
information to support guarantee fee collections and to resolve guarantee fee disputes.

Reports.

With the generation of the billing rosters, the Contractor shall provide TSAC with comprehensive
management reports in summary and detailed formats. The Contractor shall provide TSAC with
the capability to run reports selected according to the following criteria: daily, weekly, monthly,
quarterly, fiscal years, and annual basis as needed. The Contractor shall provide the capability
for TSAC to print the reports on-line. The Contractor shall ensure the forms, form layouts,
formats, programs, procedures, and documentation used to provide the capability to print
reports on-line meets TSAC, the State of Tennessee, and the U.S. Department of Education,
and complies with all applicable statutes, regulations, directives, and initiatives for the Federal
Family Education Loan Program.

The management reports shall include, at a minimum:

Lender or lender servicer name and OPEID,

Loan type,

Number of days delinquent,

Number of student borrowers and parent borrowers,
Totals for each loan type, and

Grand totals.

The Contractor shall ensure the forms, form layouts, formats, programs, procedures, and
documentation used to provide the capability to print reports on-line meets TSAC, the State of
Tennessee, and the U.S. Department of Education, and complies with all applicable statutes,
regulations, directives, and initiatives for the Federal Family Education Loan Program.

All reports shall be made available to accommodate the preferences of TSAC.

Forms and Form Layouts.

Any and all forms and form layouts used in guarantee fee payment process shall meet TSAC,
the State of Tennessee, and the U.S. Department of Education statutory and regulatory
requirements, and comply with all applicable statutes, regulations, directives, and initiatives for
the Federal Family Education Loan Program.

Origination Fee for the Federal Family Education Loan Program.

The Contractor shall provide TSAC as part of the Internet-based system the capability to adjusting
origination fees for FFELP loans, including, and without limitation, Federal Stafford Loans and Federal
PLUS Loans.
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The origination fee shall be determined by the U.S. Department of Education and may be periodically
adjusted by TSAC. The Contractor shall provide TSAC with the capability to adjust the origination fee
for all loans, waive the origination fee, or reduce the origination fee for selected sub-populations
according to the preferences of TSAC and TSAC participating lenders, and lender servicers. The sub-
populations may include, at a minimum:

Loan type,

Postsecondary school type,

Postsecondary school name and OPEID,

Lender or lender servicer name and OPEID,

Student borrower and/or parent borrower state of residence, and
Grade level.

Loan Maintenance Activity for the Federal Family Education Loan Program.

The Contractor shall provide TSAC as part of the Internet-based system the capability to collect, edit,
process, track, and report demographic, loan, enroliment, deferment, forbearance, and repayment
information from TSAC, TSAC participating postsecondary schools, lenders, lender servicers, student
borrowers, parent borrowers, the National Student Loan Clearinghouse (NSLC), and the National Student
Loan Data System (NSLDS) for FFELP loans, including, and without limitation, Federal Stafford Loans,
Federal PLUS Loans, and Federal Consolidation Loans.

A.4.a. Turnaround Times.

TSAC requires that all loan maintenance transactions received utilizing either an electronic or
manual process be placed in either a processed, returned for correction, or rejected status within a
maximum turnaround time of three (3) business days, measured from the Contractor’s initial receipt
of the loan maintenance transactions to the posting of loan maintenance transactions on the
system.

The Contractor shall provide TSAC the capability to produce a weekly production report of all loan
maintenance transactions processed during the prior week to TSAC.

The weekly production report shall include, at a minimum:

Loan type,

Number of student borrowers and parent borrowers,
Dollar amounts,

Number of loans in a processed status,

Number of loans returned for correction, and
Number of loans in a rejected status.

The weekly production report shall also include the average turnaround time for all loan
maintenance transactions, the number of loans that exceeded the turnaround time, and the total
number of days exceeded. (Refer to Attachment D, Schedule of Liquidated Damages)

A4.b. System Edits.

The Contractor shall provide system edits for the loan maintenance process that meets TSAC, the
State of Tennessee, and the U.S. Department of Education statutory and regulatory requirements,
and complies with all applicable statutes, regulations, directives, and initiatives for the Federal
Family Education Loan Program.

The system edits shall have the capability to detect all reject conditions during a single edit cycle to
avoid multiple submissions of loan data. The Contractor shall accommodate any and all requests
from TSAC to override the system edits received by telephone, fax, or email.

The Contractor shall also provide TSAC with a report of all of the system edits on-line or in
hardcopy. The report shall include, at a minimum:

e System edit code number,
¢ System edit description, and
o Corrective action needed if loan maintenance data rejects.
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Common Account Maintenance.

The Contractor shall provide TSAC and TSAC participating postsecondary schools, lenders, and
lender servicers with the capability to utilize a Common Account Maintenance process for FFELP
loans, including, and without limitation, Federal Stafford Loans, Federal PLUS Loans, and Federal
Consolidation Loans. The Contractor shall provide for the receipt, editing, tracking, resolution, and
reporting of loan maintenance transactions that are fully compliant with all applicable statutes,
regulations, directives, and initiatives for the Federal Family Education Loan Program developed by
the Common Account Maintenance work group and other similar committees or groups for the
standardization of reporting loan maintenance transactions.

The Contractor shall ensure the forms, form layouts, formats, programs, procedures, and
documentation needed to process loan maintenance transactions utilizing either an electronic or
manual format. The Contractor shall also provide TSAC and TSAC participating postsecondary
schools, lenders, and lender servicers, with the forms, form layouts, formats, programs,
procedures, and documentation needed to transmit and receive all Common Account Maintenance
activity electronically.

Manual Processing.

The Contractor shall provide TSAC and TSAC participating postsecondary schools, lenders, and
lender servicers with the capability of processing loan maintenance transactions for FFELP loans,
including, and without limitation, Federal Stafford Loans, Federal PLUS Loans, and Federal
Consolidation Loans within timeframes determined by TSAC utilizing a manual process. The
Contractor will process and edit all loan transactions requests received from TSAC and TSAC
participating postsecondary schools, lenders, and lender servicers.

The Contractor shall ensure the forms, form layouts, formats, programs, procedures, and
documentation needed to process a manual loan maintenance transaction meets TSAC, State of
Tennessee, and the U.S. Department of Education statutory and regulatory requirements, and
complies with all applicable statutes, regulations, directives and initiatives for the Federal Family
Education Loan Program.

The Contractor shall provide data entry, add/change/delete/update screens needed to process a
manual loan maintenance transaction. Data screens shall be pre-filled with information from the
system and shall include, at a minimum:

Student borrower and/or parent borrower name,

Student borrower and/or parent borrower street address, city, state, and zip code,
Student borrower and/or parent borrower telephone numbers,

Social security number,

Lender or lender servicer name and OPEID, and

Postsecondary school name and OPEID.

The Contractor shall ensure the forms, form layouts, formats, programs, procedures, and
documentation needed to add/change/delete/update a loan maintenance transaction meets TSAC,
the State of Tennessee, and the U.S. Department of Education statutory and regulatory
requirements, and complies with all applicable statutes, regulations, directives, and initiatives for
the Federal Family Education Loan Program.

The Contractor shall provide the capability to print and distribute to TSAC and TSAC participating
postsecondary schools, lenders, and lender servicers utilizing a manual process the forms used in
loan maintenance transactions, and all loan maintenance reports and rosters to accommodate the
preferences of TSAC and TSAC participating postsecondary schools, lenders, and lender
servicers.

The Contractor shall record on the system, at a minimum:

e Source of the loan maintenance activity,
¢ Effective date of loan maintenance change, and
e Date TSAC was notified.

All loan maintenance activities should be reviewed by the Contractor for logical sequence to
avoid reporting gaps.

Agenda
16 50



Ad.e.

AAf.

Student borrower and parent borrower demographic and loan information from each loan
maintenance transaction shall be recorded on the system by individual borrower and loan type.

Electronic Processing.

The Contractor shall provide TSAC and TSAC participating postsecondary schools, lenders,
and lender servicers with the capability of processing a loan maintenance transaction for
FFELP loans, including, and without limitation, Federal Stafford Loans, Federal PLUS Loans,
and Federal Consolidation Loans within timeframes to be determined by TSAC utilizing an
electronic process.

The Contractor shall ensure the forms, form layouts, formats, programs, procedures, and
documentation needed to transmit and receive loan maintenance transactions electronically
meets TSAC, the State of Tennessee, and the U.S. Department of Education statutory and
regulatory requirements, and complies with all applicable statutes, regulations, directives, and
initiatives for the Federal Family Education Loan Program.

The Contractor shall provide data entry, add/change/delete/update screens for TSAC and TSAC
participating postsecondary schools, lenders, and lender servicers for use when requesting a loan
maintenance transaction electronically. Data screens shall be pre-filled with information from the
system and shall include, at a minimum:

Student borrower and/or parent borrower name,

Student borrower and/or parent borrower street address, city, state, and zip code,
Student borrower and/or parent borrower telephone numbers,

Social security number,

Lender or lender servicer name and OPEID, and

Postsecondary school name and OPEID.

The Contractor shall ensure the forms, form layouts, formats, programs, procedures, and
documentation needed to add/change/delete/update a loan maintenance transaction electronically
meets TSAC, the State of Tennessee, and the U.S. Department of Education statutory and
regulatory requirements, and complies with all applicable statutes, regulations, directives, and
initiatives for the Federal Family Education Loan Program.

The Contractor shall provide the capability to TSAC and TSAC participating postsecondary
schools, lenders, and lender servicers the forms and form layouts used in loan maintenance
transactions, and all loan maintenance reports and rosters on-line to accommodate the preferences
of TSAC and TSAC participating postsecondary schools, lenders, and lender servicers.

The Contractor shall record on the system, at a minimum:

e Source of the loan maintenance activity,
o Effective date of loan maintenance change, and
e Date TSAC was notified.

All loan maintenance activities should be reviewed by the Contractor for logical sequence to
avoid reporting gaps.

Student borrower and parent borrower demographic and loan information from each loan
maintenance transaction shall be recorded on the system by individual borrower and loan type.

Reject Resolution.

When a loan maintenance transaction submitted electronically is rejected, the Contractor shall send
a response file to the postsecondary school, lender, or lender servicer submitting the loan
maintenance transaction within twenty-four (24) hours of the initial rejection.

When a loan maintenance transaction received through a manual process is rejected, the
Contractor shall contact the postsecondary school, lender, or lender servicer submitting the
rejected loan maintenance transaction either by telephone, fax, or email within forty-eight hours of
the initial rejection. If the required information cannot be obtained to clear the reject, the Contractor
shall return the hardcopy loan maintenance transaction within three (3) business days of the initial
rejection. The Contractor shall also provide, with the hardcopy loan maintenance transaction, a
written explanation of the reject.
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The Contractor shall provide to TSAC for TSAC participating postsecondary schools, lenders, and
lender servicers the instructions for correcting the reject unless TSAC instructs the Contractor to
resolve rejections for TSAC participating postsecondary schools, lenders, and lender servicers.

Reports.

The Contractor shall provide TSAC with comprehensive management reports in summary and
detailed formats for FFELP loans, including, and without limitation, Federal Stafford Loans, Federal
PLUS Loans, and Federal Consolidation Loans. The Contractor shall provide TSAC with the
capability to run reports selected according to the following criteria: daily, weekly, monthly,
quarterly, fiscal year, and annual basis. The Contractor shall provide the capability for TSAC and
TSAC participating schools, lenders, and lender servicers to print the reports on-line. The
Contractor shall ensure the forms, form layouts, formats, programs, procedures, and
documentation used to provide the capability to print reports on-line meets TSAC, the State of
Tennessee, and the U.S. Department of Education statutory and regulatory requirements, and
complies with all applicable statutes, regulations, directives, and initiatives for the Federal Family
Education Loan Program.

The management reports shall include, at a minimum:

Postsecondary school name and OPEID,

Lender or lender servicer name and OPEID,

Student and/or parent borrower name,

Social security number,

Insurance number,

Guarantee date,

Student borrower and/or parent borrower enroliment status changes,

Loans expected to enter repayment,

Loans which should have entered repayment and on which no repayment information has been

recorded,

Student borrower, parent borrower, loan, and repayment changes recorded by other lenders,

e Approaching and/or recently expired critical dates (e.g., deferment and forbearance expiration
dates and maturity dates),

e Loans showing a default aversion request, and

e Loans showing a paid default.

The Contractor shall also provide to TSAC and TSAC participating postsecondary school,
lender, and lender servicer upon request a listing of all loans or a listing of all loans for a
specific timeframe. The report shall be provided in social security number or alphabetic order,
and shall include, at a minimum:

Breakdown by loan type

Breakdown by loan status,

Student borrower and/or parent borrower name,

Student borrower and/or parent borrower social security number,
Insurance number,

Guarantee date,

Graduation or less than half-time date, and

Maturity date.

Forms and Form Layouts.

Any and all forms, form layouts and formats used in the loan maintenance process shall meet
TSAC, the State of Tennessee, and the U.S. Department of Education statutory and regulatory
requirements, and complies with all applicable statutes, regulations, directives, and initiatives for
the Federal Family Education Loan Program.

The Contractor shall also create, print, and distribute on demand quantities used in Common
Account Maintenance to accommodate the preferences of TSAC and TSAC participating
postsecondary schools, lenders, and lender servicers within timeframes to be determined by
TSAC.
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The Contractor shall have the capability to brand specific postsecondary school, lender, and lender
servicer information to forms and form layouts used in the loan maintenance process to
accommodate the preferences of TSAC participating postsecondary schools, lenders, and lender
servicers within timeframes to be determined by TSAC.

The Contractor shall also provide TSAC and TSAC participating postsecondary schools, lenders,
and lender servicers with the forms, form layouts, formats, programs, procedures, and
documentation to order forms either by telephone, fax, email or on-line. Upon receipt of a request
from TSAC and TSAC participating postsecondary schools, lenders, and lender servicers, the
Contractor shall distribute the forms requested within three (3) business days after the Contractor
receives the request. (Refer to Attachment D, Schedule of Liquidated Damages)

Tracking.

The Contractor shall provide TSAC the capability to track the loan maintenance transactions for
all current and future FFELP loans, including, and without limitation, Federal Stafford Loans,
Federal PLUS Loans, and Federal Consolidation Loans. The Contractor shall also have the
capability to track loan data, at a minimum:

Loan type,

Grade level,

Postsecondary school name and OPEID,

Lender or lender servicer name and OPEID,
Insurance number,

Number of student borrowers and parent borrowers,
Number of loans,

Date loan maintenance transaction received,

Loan maintenance transaction status,

Loan maintenance transaction reject reason, and
Dollar volume for each TSAC participating school, lender, and lender servicer.

National Student Loan Clearinghouse (NSLC).

The Contractor shall support TSAC’s full participation in the National Student Loan
Clearinghouse by receiving, updating, and providing information in the forms, form layouts,
formats, programs, procedures, documentation, and cycles established by NSLC.

The Contractor shall be responsible for all associated costs related to TSAC’s participation with
the National Student Loan Clearinghouse.

Total Enrollment Reporting Process.

The Contractor shall support TSAC’s full participating in NSLC’s Total Enrollment Reporting
Process by receiving, updating, and providing information in the forms, form layouts, formats,
programs, procedures, documentation, and cycles established by NSLC.

The Contractor shall be responsible for all associated costs related to TSAC’s participation with
NCLS’s Total Enrollment Reporting Process.

National Student Loan Data System (NSLDS).

The Contractor shall support TSAC’s full participation in the National Student Loan Data
System. (Refer to Attachment A, Glossary)

The Contractor shall report to NSLDS, on TSAC’s behalf, all loan and student borrower and
parent borrower data from TSAC’s system required by NSLDS according to the forms, forms
layouts, formats, frequency, data, and submission requirements established by NSLDS. The
Contractor shall also collect from TSAC and TSAC participating postsecondary schools,
lenders, and lender servicers, in manual or electronic format layouts, all loan and student and
parent borrower data required by NSLDS from postsecondary schools, lenders, and lender
servicers and report it to NSLDS, according to the forms, form layouts, formats, programs,
procedures, documentation, frequency, data and submission requirements established by
NSLDS. All submissions to NSLDS shall be made, at a minimum, twice a month.
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The Contractor shall record on the system, at a minimum, data submissions, and shall promptly
report to TSAC any failure by a lender or lender servicer to submit data within timeframes for
compliance with NSLDS’s submission standards.

The Contractor shall review the monthly and cumulative error rates calculated by NSLDS,
categorized by the error types established by NSLDS. The Contractor shall promptly resolve
all errors identified by NSLDS, including, at a minimum, the review of loan documents and
inquiries to postsecondary schools, lenders, lender servicers, and other guarantors. The
Contractor shall

ensure that the accuracy rate of TSAC’'s NSLDS reporting meets or exceeds the accuracy
standards established by NSLDS at all times.

The Contractor shall be responsible for all associated costs related to TSAC’s participation with
the National Student Loan Data System.

A.4.m. Annual Borrower Status Letter.

The Contractor shall produce and distribute annually an Annual Borrower Status Letter for each
Federal Stafford Loan borrower who is in an in-school or grace status and who has not received a
new loan for the current award year. The letter will request student borrowers to verify their
address, telephone numbers, and postsecondary school separation date, if applicable. The letter
shall also provide space for student borrowers to report any loan status changes. The Contractor
shall process changes and/or updates of loan status received from the letter within five (5) business
days of initial receipt.

Default Aversion Assistance for the Federal Family Education Loan Program.

The Contractor shall provide TSAC as part of the Internet-based system the capability to collect, edit,
process, track, and report student borrower and parent borrower demographic and delinquent loan
information from TSAC and TSAC participating lenders and lender servicers for FFELP loans,
including, and without limitation, Federal Stafford Loans, Federal PLUS Loans, and Federal
Consolidation Loans.

The Contractor shall also be able to coordinate with a default aversion assistance professional
counseling service as approved by TSAC. Any requests to subcontract for these services shall be
made in accordance with D.5. of this Contract. The Contractor’'s operations shall enable TSAC to take
full advantage of the Default Aversion Fee enacted in the Higher Education Amendments of 1998. The
Contractor shall also comply with all applicable statutes, regulations, directives, and initiatives for
Default Aversion Assistance and be fully committed to this process.

A.5.a. Default Aversion Assistance Requests.

The Contractor shall provide TSAC and TSAC participating lenders and lender servicers with
the capability of processing default aversion assistance requests for FFELP loans, including,
and without limitation, Federal Stafford Loans, Federal PLUS Loans, and Federal Consolidation
Loans. The Contractor shall provide for the receipt, editing, tracking, resolution, and reporting
of default aversion assistance requests that are fully compliant with all applicable statutes,
regulations, directives, and initiatives for the Federal Family Education Loan Program
developed by the Common Claim Initiative work group or other similar committees or groups for
the standardization of default aversion assistance activity.

A.5.b. Manual Processing.

The Contractor shall provide TSAC and TSAC participating lenders and lender servicers with the
capability of processing default aversion assistance requests for FFELP loans, including, and
without limitation, Federal Stafford Loans, Federal PLUS Loans, and Federal Consolidation Loans
within timeframes determined by TSAC utilizing a manual process. The Contractor will process
and edit all default aversion assistance requests received from TSAC and TSAC participating
lenders and lender servicers.

The Contractor shall ensure the forms, form layouts, formats, programs, procedures, and
documentation needed to process a manual default aversion assistance request meets TSAC,
State of Tennessee, and the U.S. Department of Education statutory and regulatory requirements,
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and comply with all applicable statutes, regulations, directives and initiatives for the Federal Family
Education Loan Program.

The Contractor shall provide data entry, add/change/delete/update screens needed to process a
manual default aversion assistance requests. Data screens shall be pre-filled with information from
the system and shall include, at a minimum:

Student borrower and/or parent borrower name,

Student borrower and/or parent borrower street address, city, state, and zip code,
Student borrower and/or parent borrower telephone numbers,

Social security number,

Insurance number,

Guarantee date,

Lender or lender servicer name and OPEID, and

Postsecondary school name and OPEID.

The Contractor shall ensure the forms, form layouts, formats, programs, procedures, and
documentation needed to add/change/delete/update a default aversion assistance request that
meet TSAC, the State of Tennessee, and the U.S. Department of Education statutory and
regulatory requirements, and comply with all applicable statutes, regulations, directives, and
initiatives for the Federal Family Education Loan Program.

The Contractor shall provide the capability to print and distribute to TSAC and TSAC participating
lenders and lender servicers utilizing a manual process the forms used in default aversion
assistance, and all default aversion assistance reports and rosters to accommodate the
preferences of TSAC and TSAC participating lenders and lender servicers.

The Contractor shall record on the system, at a minimum:

e Source of the default aversion assistance request,
o Effective date of default aversion assistance request, and
e Date TSAC was notified.

All default aversion assistance requests should be reviewed by the Contractor for logical
sequence to avoid reporting gaps.

Student borrower and parent borrower demographic and loan information from each default
aversion assistance request shall be recorded on the system by individual borrower and loan type.

Electronic Processing.

The Contractor shall provide TSAC and TSAC participating lenders and lender servicers with
the capability of processing a default aversion assistance requests for FFELP loans, including,
and without limitation, Federal Stafford Loans, Federal PLUS Loans, and Federal Consolidation
Loans within timeframes to be determined by TSAC utilizing an electronic process.

The Contractor shall ensure the forms, form layouts, formats, programs, procedures, and
documentation needed to transmit and receive a default aversion assistance request
electronically meets TSAC, the State of Tennessee, and the U.S. Department of Education
statutory and regulatory requirements, and complies with all applicable statutes, regulations,
directives, and initiatives for the Federal Family Education Loan Program.

The Contractor shall provide data entry, add/change/delete/update screens for TSAC and TSAC
participating lenders and lender servicers for use when requesting a default aversion assistance
request electronically. Data screens shall be pre-filled with information from the system and shall
include, at a minimum:

Student borrower and/or parent borrower name,

Student borrower and/or parent borrower street address, city, state, and zip code,
Student borrower and/or parent borrower telephone numbers,

Social security number,

Insurance number,

Guarantee date,
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e Lender or lender servicer name and OPEID, and
e Postsecondary school name and OPEID.

The Contractor shall ensure the forms, form layouts, formats, programs, procedures, and
documentation needed to add/change/delete/update a default aversion assistance request
electronically meet TSAC, the State of Tennessee, and the U.S. Department of Education statutory
and regulatory requirements, and comply with all applicable statutes, regulations, directives, and
initiatives for the Federal Family Education Loan Program.

The Contractor shall provide the capability to TSAC and TSAC participating lenders and lender
servicers the forms and form layouts used in default aversion assistance, and all default aversion
assistance reports and rosters on-line to accommodate the preferences of TSAC and TSAC
participating lenders and lender servicers.

The Contractor shall record on the system, at a minimum:

e Source of the default aversion assistance request,
o Effective date of the default aversion assistance request, and
e Date TSAC was notified.

All default aversion assistance requests should be reviewed by the Contractor for logical
sequence to avoid reporting gaps.

Student borrower and parent borrower demographic and loan information from each default
aversion assistance request shall be recorded on the system by individual borrower and loan type.

System Edits.

The Contractor shall provide system edits for the default aversion assistance process that meets
TSAC, the State of Tennessee, and the U.S. Department of Education statutory and regulatory
requirements, and complies with all applicable statutes, regulations, directives, and initiatives for
the Federal Family Education Loan Program.

The system edits shall have the capability to detect all reject conditions during a single edit cycle to
avoid multiple submissions of loan data. The Contractor shall accommodate any and all requests
from TSAC to override the system edits received by telephone, fax, or email.

The Contractor shall also provide TSAC with a report of all of the system edits on-line or in
hardcopy.

The report shall include, at a minimum:

o System edit code number,
e System edit description, and
e Corrective action needed if default aversion assistance data rejects.

Reject Resolution.

When default aversion assistance request submitted electronically is rejected, the Contractor shall
send a response file to the lender or lender servicer submitting the default aversion assistance
request within twenty-four (24) hours of the initial rejection.

When a default aversion assistance request received through a manual process is rejected, the
Contractor shall contact the lender or lender servicer submitting the rejected default aversion
assistance request either by telephone, fax, or email within forty-eight hours of the initial rejection.
If the required information cannot be obtained to clear the reject, the Contractor shall return the
hardcopy default aversion assistance request within three (3) business days of the initial rejection.
The Contractor shall also provide, with the hardcopy default aversion assistance request, a written
explanation of the reject.

The Contractor shall provide to TSAC for TSAC participating lenders and lender servicers the
instructions for correcting the reject unless TSAC instructs the Contractor to resolve rejections for
TSAC participating lenders and lender servicers.
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Forms and Form Layouts.

Any and all forms and form layouts used in default aversion assistance shall meet TSAC, the State
of Tennessee, and the U.S. Department of Education statutory and regulatory requirements, and
comply with all applicable statutes, regulations, directives, and initiatives for the Federal Family
Education Loan Program.

The Contractor shall create, print, and distribute on demand forms used in default aversion
assistance to accommodate the preferences of TSAC and TSAC participating lenders and lender
servicers within timeframes to be determined by TSAC.

The Contractor shall also provide to TSAC and TSAC participating lenders and lender servicers
with the forms, form layouts, formats, program, procedures, and documentation to order forms
either by telephone, fax, email, or on-line. Upon receipt of a request from TSAC and TSAC
participating lenders and lender servicers, the Contractor shall distribute the forms requested within
three (3) business days after the Contractor receives the request. (Refer to Attachment D,
Schedule of Liquidated Damages)

Reports.

The Contractor shall provide TSAC with comprehensive management reports in summary and
detailed formats for FFELP loans, including, and without limitation, Federal Stafford Loans,
Federal PLUS Loans, and Federal Consolidation Loans. The Contractor shall provide TSAC
with the capability to run reports selected according to the following criteria: daily, weekly,
monthly, quarterly, fiscal years, and annual basis. The Contractor shall provide the capability
for TSAC to print reports on-line. The Contractor shall ensure the forms, form layouts, formats,
programs, procedures, and documentation used to provide the capability to print report on-line
meets TSAC, the State of Tennessee, and the U.S. Department of Education statutory and
regulatory requirements, and complies with all applicable statutes, regulations, directives, and
initiatives for the Federal Family Education Loan Program.

The management reports shall include, at a minimum:

Lender or lender servicer name and OPEID,

Postsecondary school name and OPEID,

Number of student borrowers and parent borrowers,

Social security number,

Loan type,

Guarantee date,

Insurance number,

Loan amount,

Date default aversion assistance request received,

Default aversion assistance professional counseling servicer,

Number and dollar value of default aversion assistance requests received,
Number and dollar value of accounts placed with the default aversion assistance
professional counseling servicer, and

¢ Number of default aversion notifications sent to postsecondary schools.

The Contractor shall also provide a report to TSAC that fully supports TSAC’s evaluations of its
default aversion assistance professional counseling servicer, and fully supports TSAC'’s
accounting for allocating Default Prevention Fees from TSAC’s Federal Fund to its Agency
Operating Fund.

This report shall include, at minimum:

Lender or lender servicer name and OPEID,

Postsecondary school name and OPEID,

Loan type,

Loan amount,

Date default aversion assistance request received,

Default aversion assistance professional counseling servicer,

Date default aversion assistance request update received,

Number and dollar value of default aversion assistance requests received,
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Number of lender update received,

Number and dollar value of accounts placed,

Number, dollar value, and percentages of accounts cured,

Number, dollar value, and percentages of skipped accounts resolved,

Number and dollar value of Default Aversion Fees earned,

Number and dollar value of default claims received,

Number and dollar value of default aversion assistance requests received within eighteen
(18) months of a prior cure, and

e Number of default aversion assistance rosters sent to TSAC participating postsecondary
schools.

Tracking.

The Contractor shall provide TSAC the capability to track default aversion assistance requests
for all current and future FFELP loans, including, and without limitation, Federal Stafford Loans,
Federal PLUS Loans, and Federal Consolidation Loans, from initial receipt of the request. The
Contractor shall also have the capability to track default aversion assistance requests, at a
minimum:

Loan type,

Lender or lender servicer name and OPEID,

Postsecondary school name and OPEID,

Grade level,

Insurance number,

Number of student borrowers and parent borrowers,

Number of loans,

Date default aversion assistance request received,

Default aversion assistance request status (cancelled for claim filing, rejected, cure),

Default aversion assistance request reject reason, and

Dollar volume for each TSAC participating postsecondary school, lender, and lender
servicer.

“Cure” refers to the method in which an account is brought current (payments, deferment,
forbearance, consolidation, discharge, etc.).

Turnaround Times.

TSAC requires that all default aversion assistance requests received from TSAC and TSAC
participating lenders and lender servicers utilizing an electronic or manual process shall be
placed with a default aversion assistance professional counseling service within a maximum
turnaround time of three (3) business days measured from the Contractor’s initial receipt of the
default aversion assistance request to the posting of the default aversion assistance request on
the system and transfer to the default aversion assistance professional counseling service.

The Contractor shall provide TSAC the capability to produce a weekly production report of all
default aversion assistance request processed during the prior week to TSAC.

The weekly production report shall include, at a minimum:

Loan type,

Number of student borrowers and parent borrowers,

Dollar amounts,

Number of default aversion assistance requests processed, and
Number of default aversion assistance requests rejected.

The weekly production report shall also include the average turnaround time for all default
aversion assistance requests, the number of requests that exceeded the turnaround time, and
the total number of days exceeded. (Refer to Attachment D, Schedule of Liquidated Damages)

Student Borrower Letter.

The Contractor shall, within five (5) business days of the receipt of a default aversion
assistance request from a lender or lender servicer, send a letter to the student borrower that
meets TSAC, the State of Tennessee, and the U.S. Department of Education statutory and
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regulatory requirements, and complies with all applicable statutes, regulations, directives, and
initiatives for the Federal Family Education Loan Program. The letter shall additionally state
that TSAC has assigned the account to a professional counseling service for default aversion
assistance. (Refer to Attachment D, Schedule of Liquidated Damages)

Parent Borrower Letter.

The Contractor shall, within five (5) business days of the receipt of a default aversion
assistance request from a lender or lender servicer, send a letter to the parent borrower that
meets TSAC, the State of Tennessee, and the U.S. Department of Education statutory and
regulatory requirements, and complies with all applicable statutes, regulations, directives, and
initiatives for the Federal Family Education Loan Program. The letter shall additionally state
that TSAC has assigned the account to a professional counseling service for default aversion
assistance. (Refer to Attachment D, Schedule of Liquidated Damages)

Rosters.

The Contractor shall, within five (5) business days of the receipt of a default aversion
assistance request from a lender and lender servicer, send rosters to the TSAC participating
postsecondary school that certified the loan. The rosters shall include, at a minimum:

Student borrower and/or parent borrower name,
Social security number,

Lender or lender servicer name and OPEID,
Insurance number,

Guarantee date, and

Date default aversion assistance request received.

Competitive Environment for Default Aversion Assistance Services.

The Contractor shall provide default aversion assistance services through a professional
counseling service as approved by TSAC. If more than one (1) professional counseling service
is selected, the services shall compete with one another for volumes of account placements
that shall be made according to the services demonstrated effectiveness in bringing and
keeping delinquent accounts current.

If more than one (1) professional counseling service is selected, the Contractor shall, on a
weekly basis, allocate placements to competing servicers according to percentages
established through TSAC’s competitive placement methodology.

A placement shall be made immediately after the generation of the roster to the TSAC
participating postsecondary school of a default aversion request. The Contractor shall not
screen default aversion assistance requests for ease or difficulty of cure prior to making such
allocations, but shall distribute accounts without regard to loan attributes, postsecondary school
of record, lender, lender servicer, or other factors that might predict success in resolving
delinquencies.

The minimum activities required for the default aversion assistance professional counseling
service shall be the minimum activities required by the Higher Education Act and meet TSAC,
the State of Tennessee, and the U.S. Department of Education regulatory requirements, and
comply with all applicable statutes, regulations, directives, and initiatives for the Federal Family
Education Loan Program.

The performance of the professional counseling service shall be evaluated on a monthly basis.
Factors used to evaluate performance shall include, at a minimum:;

Percentage of placements cured,
Percentage of dollars cured,
Number of rolling delinquencies,
Default aversion rate,

Types of cures effected,

Skip accounts resolved, and
Regulatory compliance.
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On a weekly basis, the Contractor shall receive and process updates from lenders and lender
servicers on outstanding default aversion assistance accounts and shall provide updates to the
default aversion assistance professional counseling servicer working the accounts.

The Contractor shall provide on-line inquiry access to the system to the default aversion
assistance professional counseling servicer. Access shall be limited to the accounts assigned.

TSAC shall have the right to discontinue making placements of default aversion assistance
requests to any servicer based on contractual stipulations.

A.6. Claim Filing for the Federal Family Education Loan Program.

The Contractor shall provide TSAC as part of the Internet-based system the capability of processing
the receipt of all claim types for FFELP loans, including, and without limitation, Federal Stafford Loans,
Federal PLUS Loans, and Federal Consolidation Loans.

A.6.a.

A.6.b.

A.6.c.

Common Claim Initiative.

The Contractor shall provide TSAC and TSAC participating lenders and lender servicers with
the capability to utilize a Common Claim Initiative process for FFELP loans, including, and
without limitation, Federal Stafford Loans, Federal PLUS Loans, and Federal Consolidation
Loans. The Contractor shall provide for the receipt, editing, tracking, resolution, and reporting
of all claim types that are fully compliant with all applicable statutes, regulations, directives, and
initiatives for the Federal Family Education Loan Program developed by the Common Claim
Initiative work group or other similar committees or groups for the standardization of claim
receipt, review and processing.

Forms and Form Layouts.

Any and all forms and form layouts used to request a claim for payment for all claim types
meets TSAC, the State of Tennessee, and the U.S. Department of Education statutory and
regulatory requirements, and complies with all applicable statutes, regulations, directives, and
initiatives for the Federal Family Education Loan Program.

The Contractor shall create, print, and distribute on demand forms used to request a claim for
payment for all claim types to accommodate the preferences of TSAC and TSAC participating
lenders and lender servicers within timeframes to be determined by TSAC.

The Contractor shall also provide to TSAC and TSAC participating lenders and lender servicers
with the forms, form layouts, formats, programs, procedures, and documentation to order forms
either by telephone, fax, or email. Upon receipt of a request from TSAC and TSAC participating
lenders and lender servicers, the Contractor shall distribute the forms requested within three (3)
business days after the Contractor receives the request. (Refer to Attachment D, Schedule of
Liquidated Damages)

Receipt of Claim Files.

The Contractor shall provide TSAC and TSAC participating lenders and lender servicers with the
capability to record the receipt of claim files for FFELP loans, including, and without limitation,
Federal Stafford Loans, Federal PLUS Loans, and Federal Consolidation Loans within timeframes
determined by TSAC. The Contractor will record any and all claim requests received from TSAC
and TSAC participating lenders and lender servicers.

The Contractor shall ensure the forms, form layouts, formats, programs, procedures, and
documentation needed to record the receipt of claim files meets TSAC, State of Tennessee, and
the U.S. Department of Education statutory and regulatory requirements, and comply with all
applicable statutes, regulations, directives and initiatives for the Federal Family Education Loan
Program.

The Contractor shall provide data entry, add/change/delete/update screens needed for recording
the receipt of claim files. Data screens shall be pre-filled with information from the system and shall
include, at a minimum:

Agenda
26 60



Student borrower and/or parent borrower name,

Student borrower and/or parent borrower street address, city, state, and zip code,
Student borrower and/or parent borrower telephone numbers,

Social security number,

Lender or lender servicer name and OPEID, and

Postsecondary school name and OPEID.

The Contractor shall ensure the forms, form layouts, formats, programs, procedures, and
documentation needed to add/change/delete/update recording the receipt of claim files meets
TSAC, the State of Tennessee, and the U.S. Department of Education statutory and regulatory
requirements, and complies with all applicable statutes, regulations, directives, and initiatives for
the Federal Family Education Loan Program.

The Contractor shall record on the system, at a minimum:

e Source of the claim file,
o Date of receipt of the claim file, and
e Lender or lender servicer name.

Student borrower and parent borrower demographic and loan information from each claim file shall
be recorded on the system by individual borrower and loan type.

A.6.c.1. Reports.

The Contractor shall provide TSAC with comprehensive management reports in
summary and detailed formats for FFELP loans, including, and without limitation,
Federal Stafford Loans, Federal PLUS Loans, and Federal Consolidation Loans. The
Contractor shall provide TSAC with the capability to run reports selected according to
the following criteria: daily, weekly, monthly, quarterly, fiscal years, and annual basis.
The Contractor shall provide the capability for TSAC to print reports on-line. The
Contractor shall ensure the forms, form layouts, formats, programs, procedures, and
documentation used to provide the capability to print report on-line meets TSAC, the
State of Tennessee, and the U.S. Department of Education statutory and regulatory
requirements, and complies with all applicable statutes, regulations, directives, and
initiatives for the Federal Family Education Loan Program.

The management reports shall include, at a minimum:

Lender or lender servicer name and OPEID,
Postsecondary school name and OPEID,

Number of student borrowers and parent borrowers,
Social security number,

Loan type,

Insurance number,

Guarantee date,

Loan amount,

Date claim file received,

Number and dollar value of claim files received, and
Number of claim files received notifications sent to postsecondary schools.

A.6.c.2. Tracking.

The Contractor shall provide TSAC the capability to track the receipt of claim files for
all current and future FFELP loans, including, and without limitation, Federal Stafford
Loans, Federal PLUS Loans, and Federal Consolidation Loans, from initial receipt of
the claim file. The Contractor shall also have the capability to track the receipt of claim
files, at a minimum:

Loan type,

Postsecondary school name and OPEID,
Lender or lender servicer name and OPEID,
Insurance number,

Grade level,
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Number of student borrowers and parent borrowers,

Number of loans,

Date claim file received,

Claim status type, and

Dollar volume for each TSAC participating postsecondary school, lender, and
lender servicer.

A.6.c.3. Turnaround Times.

The Contractor shall record on the system all claim files received from TSAC and
TSAC participating lenders and lender servicers within a maximum turnaround time of
three (3) business days measured from the Contractor’s initial receipt of the claim file
to the date recorded.

The Contractor shall provide TSAC the capability to produce a weekly production
report of all claim files recorded on the system during the prior week to TSAC. The
report shall include, at a minimum:

Loan type,

Number of student borrowers and parent borrowers,
Dollar amounts,

Lender or lender servicer name,

Number of claim files processed.

The report shall also include the average turnaround time for all claim files recorded,
the number of claim files recorded that exceeded the turnaround time, and the total
number of days exceeded. (Refer to Attachment D, Schedule of Liquidated
Damages)

A.6.c4. System Edits.

The Contractor shall provide system edits for the receipt of claim files that meets TSAC,
the State of Tennessee, and the U.S. Department of Education statutory and
regulatory requirements, and complies with all applicable statutes, regulations,
directives, and initiatives for the Federal Family Education Loan Program.

The system edits shall have the capability to detect all reject conditions during a single
edit cycle to avoid multiple submissions of loan data. The Contractor shall
accommodate any and all requests from TSAC to override the system edits received by
telephone, fax, or email.

The Contractor shall also provide TSAC with a report of all of the system edits on-line or
in hardcopy. The report shall include, at a minimum:

e System edit code number,
o System edit description, and
o Corrective action needed if a claim file rejects.

Review of Claim Files.

The Contractor shall review all claim files received as defined under federal regulations in order
to determine whether a claim file should be returned, rejected, or approved for payment within
twenty-five (25) business days of its receipt. This review shall also include Supplemental
Claims and appeals.

Upon the initial review of a claim file, the Contractor shall determine if the borrower has other
outstanding loans on the system that have not been included in the claim file. If the borrower
has other outstanding loans, the Contractor must determine why these loans were not included
in the claim file. TSAC acknowledges a variety of situations that may provide a plausible
explanation; however, the Contractor must document why it is approving some loans for
payment and not others.
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Claim Files Returned.

When a claim file is returned due to an error, missing data, invalid data, or conflicting
data, the Contractor shall contact the lender or lender servicer submitting the claim file
either by letter, telephone, fax, or email in an effort to resolve all conditions for return
without returning the claim file. If the Contractor is unable to resolve all conditions for
return or the lender or lender servicer is unable to provide any additional
documentation or information needed within five (5) business days of the initial reject
of the claim file, the Contractor shall return the claim file to the lender or lender
servicer. Every returned claim file shall be accompanied by a written explanation of
the return defining the reason why the claim file was returned along with instructions
to resolve all conditions.

Claim Files Rejected.

When a claim file is rejected due to an error, missing data, invalid data, or conflicting data,
the Contractor shall contact the lender or lender servicer submitting the claim file either by
letter, telephone, fax, or email in an effort to resolve all conditions for the reject without
returning the claim file. If the Contractor is unable to resolve all conditions for reject or the
lender or lender servicer is unable to provide any additional documentation or information
needed with five (5) business days of the initial reject of the claim file, the Contractor shall
return the claim file to the lender or lender servicer. Every rejected claim file shall be
accompanied by a written explanation of the reject defining the reason why the claim
file is being rejected along with instructions to resolve all conditions.

Claim Files Approved for Payment.

When a claim file is approved for payment, the Contractor shall schedule the claim for
payment within thirty (30) days of approval. The Contractor shall produce for TSAC a
weekly claims paid report of all approved claim files for payment that shall identify the
amounts due to each lender or lender servicer. The report shall provide, at a
minimum:

Student borrower and/or parent borrower name,

Social security number,

Lender or lender servicer name and OPEID,

Postsecondary school name and OPEID,

Loan type,

Insurance number,

Guarantee date,

Principal claim paid amount,

Interest claim paid amount,

Total claim paid amount, and

Claim paid date.

If the Contractor has approved an amount less than the lender’s or lender servicer’s
request (e.g., for violations of collection due diligence or timely filing requirements),
the claims paid report will clearly explain the reason for the lesser payment. The
Contractor shall provide TSAC the capability to produce a weekly claims paid report at
least fifteen (15) business days prior to the scheduled claim paid date. The report
shall also be designed for transmittal to lenders and lender servicers with their claim
payment. TSAC pays each lender and lender servicer through ACH or by paper
check for the approved claims included on the claims paid report.

The system shall be sufficiently flexible to the payment of claims on single accounts
with loans at different rates of reinsurance and different student borrower and parent
borrower interest rates.

For all aspects of claims processing, including, and without limitation, tracking and
reporting claims statistics, invoicing, and reporting claim payments to lenders and
lender servicers, a “claim” is defined as a lender’s or lender servicer’s single request
for payment through either a manual or electronic claim form. TSAC shall require
lenders and lender servicers to file a separate claim file for each loan type, but will
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permit a lender or lender servicer to file a single claim file on Federal (subsidized and
unsubsidized) Stafford Loans that have been combined into a single repayment
schedule.

A.6.d.3.a. State of Tennessee Accounting and Reporting System.

The Contractor shall provide the capability for communication between the
State of Tennessee Accounting and Reporting System (STARS) and the
Federal Family Education Loan Program to load claim payment data. This
process shall meet TSAC, the State of Tennessee, and the U. S.
Department of Education statutory and regulatory requirements, and
comply with all applicable statutes, regulations, directives, and initiatives
for the Federal Family Education Loan Program. This process shall
provide the data required to create a payment transaction and provide the
necessary forms, form layouts, formats, programs, procedures, and
documents needed to process the transaction through STARS.

A.6.d.3.b. TSAC General Ledger System.

The Contractor shall provide the capability for communication between the

TSAC General Ledger System and the Federal Family Education Loan

Program to post/change/update data on the TSAC General Ledger. This

process shall meet TSAC, the State of Tennessee, and the U.S.

Department of Education statutory and regulatory requirements, and

comply with all applicable statutes, regulations, directives, and initiatives
for the Federal Family Education Loan Program. This process shall also
meet the requirements and applicable subcomponents designated by
TSAC in this Scope of Services. The General Ledger System must be
capable of operating in the State’s technical environment. TSAC’s network
currently consists of a HP Proliant DL380, Novell Net Ware 6 Server
Version 5.60.04 software and 10-100 Base TX Ethernet. Desktops are
running Microsoft ~ Windows XP Service Pack 2. The General Ledger
System shall reside on a server located at the Contractor.

A.6.d.4. Reports.

The Contractor shall provide TSAC with comprehensive management reports in
summary and detailed formats for FFELP loans, including, and without limitation,
Federal Stafford Loans, Federal PLUS Loans, and Federal Consolidation Loans. The
Contractor shall provide TSAC with the capability to run reports selected according to
the following criteria: daily, weekly, monthly, quarterly, fiscal years, and annual basis.
The Contractor shall provide the capability for TSAC to print reports on-line. The
Contractor shall ensure the forms, form layouts, formats, programs, procedures, and
documentation used to provide the capability to print report on-line meets TSAC, the
State of Tennessee, and the U.S. Department of Education statutory and regulatory
requirements, and complies with all applicable statutes, regulations, directives, and
initiatives for the Federal Family Education Loan Program.

The management reports shall include, at a minimum:

Lender or lender servicer name and OPEID,
Postsecondary school name and OPEID,

Number of student borrowers and parent borrowers,
Social security number,

Loan type,

Insurance number,

Guarantee date,

Loan amount,

Date claim file received,

Claim type, and

Number and dollar value of claim files processed by claim type.
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The Contractor shall also provide TSAC the capability to produce monthly claims
statistics for each month, cumulatively for the State fiscal year, Federal fiscal year,
and calendar year for claims paid postsecondary school, lender and lender servicer.
The report shall contain for each postsecondary school, lender and lender servicer the
cohort default rate calculated by the Contractor for the previous quarter.

A.6.d.5. Tracking.

The Contractor shall provide TSAC the capability to track the receipt of claim files for
all current and future FFELP loans, including, and without limitation, Federal Stafford
Loans, Federal PLUS Loans, and Federal Consolidation Loans, from initial review of
the claim file. The Contractor shall also have the capability to track the receipt of claim
files, at a minimum:

Loan type,

Postsecondary school name and OPEID,

Lender or lender servicer name and OPEID,
Insurance number,

Grade level,

Number of student borrowers and parent borrowers,
Number of loans,

Date claim file received,

Claim status type, and

Dollar volume for each TSAC participating postsecondary school, lender, and
lender servicer.

The Contractor shall also track the reason for each returned and rejected claim file on
the system, along with the date of the return or rejection. The Contractor shall use
this information in determining if a re-submitted claim file has been re-filed timely, and,
if not, the extent of the penalty required. For each returned or rejected claim file, the
Contractor shall identify all conditions for return or rejection before returning the claim
file.

A.6.d.6. Turnaround Times.

A6.d.7.

The Contractor shall review all claim files received from TSAC and TSAC participating
lenders and lender servicers within a maximum turnaround time of twenty-five (25)
business days measured from the Contractor’s initial receipt of the claim file to the
date reviewed.

The Contractor shall provide TSAC the capability to produce a weekly production
report of all claim files reviewed during the prior week to TSAC. The report shall
include, at a minimum:

Loan type,

Number of student borrowers and parent borrowers,
Dollar amounts,

Lender or lender servicer name,

Number of claim files reviewed.

The report shall also include the average turnaround time for all claim files reviewed,
the number of claim files reviewed that exceeded the turnaround time, and the total
number of days exceeded. (Refer to Attachment D, Schedule of Liquidated
Damages)

System Edits.

The Contractor shall provide system edits for the review of claim files that meets TSAC,
the State of Tennessee, and the U.S. Department of Education statutory and regulatory
requirements, and complies with all applicable statutes, regulations, directives, and
initiatives for the Federal Family Education Loan Program.

The system edits shall have the capability to detect all reject conditions during a single
edit cycle to avoid multiple submissions of loan data. The Contractor shall
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accommodate any and all requests from TSAC to override the system edits received by
telephone, fax, or email.

The Contractor shall also provide TSAC with a report of all of the system edits on-line or
in hardcopy. The report shall include, at a minimum:

e System edit code numbers,
o System edit descriptions, and
o Corrective action needed if a claim file rejects.

Bankruptcy Claims.

For each bankruptcy claim file received, the Contractor shall ensure that the lender, lender
servicer, and the Contractor file a Proof of Claim with the appropriate bankruptcy court in a
timely manner. The Contractor must also ensure that an Assignment of the Proof of Claim has
been included with the bankruptcy claim file. The Contractor must take these steps even if the
claim in question is not immediately approved for payment. The Contractor shall notify any
other TSAC participating lenders and lender servicers with loans for the same borrower of the
bankruptcy action.

The Contractor shall also notify any collection agency or default aversion professional
counseling servicer to which the student borrower and/or parent borrower’s loan has been
assigned for post-default collection or default aversion assistance. The Contractor shall send
copies of the Proof of Claim filed by the lenders and lender servicers, Assignment of the Proof
of Claim, notices of adversary proceedings or other disputed bankruptcy matters to the Office
of the Attorney General of the State of Tennessee, Bankruptcy Unit or other designated entity
as identified by TSAC. TSAC may, at its discretion, subrogate any bankruptcy to another
entity.

Death Claims.

The Contractor shall forward to TSAC any and all original death certificates and copies of
promissory notes for review and approval for payment. The Contractor shall notify any other
TSAC participating lenders or lender servicers with loans for the same borrower of the death
claim.

Total and Permanent Disability Claims.

The Contractor shall forward to TSAC any and all original Total and Permanent Disability
Discharge Request forms and claim files for review and approval for payment. The Contractor
shall notify any other TSAC participating lenders or lender servicers with loans for the same
borrower of the Total and Permanent Disability Discharge claim.

Teacher Loan Forgiveness.

The Contractor shall forward to TSAC any and all Teacher Loan Forgiveness Applications for
review and approval for payment.

Unpaid Refund.

The Contractor shall forward to TSAC any and all Unpaid Refund Applications for review and
approval for payment.

Sampling.

For state audit purposes, the Contractor shall send to TSAC copies of ten (10) claims reviewed
after the first of each month in each of the following categories:

Claim file approved for payment,
Rejected claim files,

Returned claim files,

Bankruptcy claim files,

False certification claim files, and
Ineligible claim files.
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Post-Claims Recovery for the Federal Family Education Loan Program.

The Contractor shall provide TSAC as part of the Internet-based system the capability of processing
post-claims recovery for FFELP loans, including, and without limitation, Federal Stafford Loans, Federal
PLUS Loans, and Federal Consolidation Loans.

A.7.a.

A.7.b.

Forms and Form Layouts.

Any and all forms and form layouts used to effectively manage the post-claims recovery
process meets TSAC, the State of Tennessee, and the U.S. Department of Education statutory
and regulatory requirements, and complies with all applicable statutes, regulations, directives,
and initiatives for the Federal Family Education Loan Program.

The Contractor shall create, print, and distribute on demand forms used to manage post-claims
recovery for all claim types to accommodate the preferences of TSAC and TSAC participating
postsecondary schools, lenders, and lender servicers within timeframes to be determined by
TSAC.

The Contractor shall also provide to TSAC and TSAC participating postsecondary schools, lenders,
and lender servicers with the forms, form layouts, formats, programs, procedures, and
documentation to order forms either by telephone, fax, or email. Upon receipt of a request from
TSAC and TSAC participating postsecondary schools, lenders, and lender servicers, the
Contractor shall distribute the forms requested within three (3) business days after the Contractor
receives the request. (Refer to Attachment D, Schedule of Liquidated Damages)

Post-Claims Recovery Activity.

The Contractor shall perform post-claims recovery activities on paid claim files (including claim
files on which an “ineligible borrower” claim has been paid).

A.7.b.1. Student Borrower Letter.

The Contractor shall, within five (5) business days after the payment of a default claim
to a lender or lender servicer, send a letter to the student borrower that meets TSAC,
the State of Tennessee, and the U.S. Department of Education statutory and
regulatory requirements, and complies with all applicable statutes, regulations,
directives, and initiatives for the Federal Family Education Loan Program. The letter
shall additionally state that the student borrower has the right to inspect TSAC records
pertaining to the loan obligation and the right to request an administrative review of
the legal enforceability or past-due status of the obligation. The letter shall identify the
Contractor as TSAC’s servicer, and disclose that it is an attempt to collect a debt.
(Refer to Attachment D, Schedule of Liquidated Damages)

A.7.b.2. Parent Borrower Letter.

The Contractor shall, within five (5) business days after the payment of a default claim
to a lender or lender servicer, send a letter to the parent borrower that meets TSAC,
the State of Tennessee, and the U.S. Department of Education statutory and
regulatory requirements, and complies with all applicable statutes, regulations,
directives, and initiatives for the Federal Family Education Loan Program. The letter
shall additionally state that the parent borrower has the right to inspect TSAC records
pertaining to the loan obligation and the right to request an administrative review of
the legal enforceability or past-due status of the obligation. The letter shall identify the
Contractor as TSAC’s servicer, and disclose that it is an attempt to collect a debt.
(Refer to Attachment D, Schedule of Liquidated Damages)

A.7.b.3. Endorser Letter.

The Contractor shall, within five (5) business days after the payment of a default claim
to a lender or lender servicer, send a letter to any endorser that meets TSAC, the
State of Tennessee, and the U.S. Department of Education statutory and regulatory
requirements, and complies with all applicable statutes, regulations, directives, and
initiatives for the Federal Family Education Loan Program. The letter shall additionally
state that the endorser has the right to inspect TSAC records pertaining to the loan
obligation and the right to request an administrative review of the legal enforceability
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or past-due status of the obligation. The letter shall identify the Contractor as TSAC’s
servicer, and disclose that it is an attempt to collect a debt. (Refer to Attachment D,
Schedule of Liquidated Damages)

Rosters.

The Contractor shall, within five (5) business days after payment of a default claim to
the lender or lender servicer, send rosters to the TSAC participating postsecondary
school that certified the loan.

The rosters shall include, at a minimum:

Student borrower and parent borrower name,
Social security number,

Lender or lender servicer name and OPEID,
Insurance number,

Guarantee date, and

Claim paid date.

A.7.b.5. Hearings.

If the student borrower, parent borrower, or endorser requests a hearing, the
Contractor shall immediately notify TSAC. TSAC shall schedule and conduct a
hearing and report its results to the student borrower, parent borrower, or endorser.
TSAC shall record the results of the hearing on the system. If a student borrower or
parent borrower requests such a hearing within sixty (60) days of the notice, the
Contractor shall immediately suspend all collection activity from the point of its receipt
of the request until a final disposition has been made by TSAC. If an endorser
requests such a hearing within sixty (60) days of the notice, the Contractor shall
immediately suspend all collection activity directed at the endorser for the portion of
the debt co-signed by the endorser until a final disposition has been made by TSAC.

Immediately following TSAC'’s final disposition of the hearing, the Contractor shall
resume collection activities on any portion of the defaulted debt not discharged as a
result of the hearing.

If the student borrower, parent borrower, or endorser, if applicable, does not promptly
respond to the final disposition with an agreement to repay the defaulted loan, the
Contractor shall attempt to contact the student borrower, parent borrower, or
endorser, by telephone and/or letter. If the student borrower’s, parent borrower’s, or
endorser’s address or telephone number is unknown, the Contractor shall diligently
attempt to obtain a valid address or telephone number through normal commercial
skip tracing techniques.

Upon contact with a student borrower, parent borrower, or endorser, the Contractor
shall first press for immediate payment in full, or, in the case of an endorser, the
portion of the debt co-signed by the endorser. If the student borrower, parent
borrower, or endorser is unable to immediately pay the debt in full, the Contractor
shall attempt to secure an agreement to repay the debt in monthly installments within
a timeframe permitted by federal regulation. If the student borrower, parent borrower,
or endorser agrees to a repayment arrangement, the Contractor shall send the
student borrower, parent borrower, or endorser a letter confirming the terms of the
agreement, and provide a schedule of payments to be made. For as long as the
student borrower, parent borrower, or endorser adheres to such an agreement, the
Contractor shall provide payment coupons or monthly billing statements to facilitate
repayment.

Payments on Defaulted Loans.

The Contractor shall instruct all parties submitting payments on defaulted loans (including, and
without limitation, student borrowers, parent borrowers, endorsers, employers, and collection
agencies) to direct their payments to TSAC’s lockbox specified for the receipt of payments on
defaulted loan.
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The Contractor shall process all payments on defaulted loans within forty-eight (48) hours of
their receipt in the lockbox. If the payment can be identified with a defaulted loan, the
Contractor shall immediately apply it to such loan, allocating the payment first to collection
charges (if any are being assessed on the account), then to accrued interest, principal, and
other charges, including late charges, if TSAC elects to implement them. If a payment cannot
be identified with a defaulted loan, the Contractor shall place it in a suspense file and promptly
take all reasonable actions to identify the loan for which it was intended, including contacting
the submitter of the payment by telephone, letter, or email.

On a weekly basis, the Contractor shall report to TSAC the number and dollar value of
payments in the suspense file. The Contractor shall comply with directives from TSAC and the
rules of the Office of the Comptroller of the State of Tennessee regarding the disposition of
unidentified and unclaimed payments.

The system shall automatically assess collection charges according to parameters established
by TSAC and in accordance with federal regulations regarding the timing, amounts, and waiver
of collection charges.

The system shall have the capacity to identify any borrower who, through consistent repayment
on a defaulted account, has re-established eligibility for Title IV aid, to enable such a borrower’s
new loan application to be approved for guarantee without manual intervention.

When an account becomes paid-in-full, the Contractor shall send the borrower and endorser, if
applicable, a notice confirming the paid-in-full status. This notice shall not be sent sooner than
thirty (30) days or later than sixty (60) days after the receipt of the final payment on the
account. The Contractor's system shall have the capacity to accurately account for refunds,
including “injured spouse” refunds of federal offsets, and for reversals for insufficient funds.
The system shall also have the capacity to automatically write off small balances on defaulted
accounts that fall within dollar thresholds determined by TSAC. (Refer to Attachment D,
Schedule of Liquidated Damages)

The system shall also process, track, and report on any settlements or compromises of larger
balances as determined by TSAC. Settlement or compromises of larger balances shall be
based upon U.S. Department of Education statutory and regulatory requirements.

A.7.c.1. Default Payment Lockbox.

The Contractor shall provide TSAC with a separate lockbox for payments on defaulted
loans at a State of Tennessee approved financial institution. The lockbox shall also meet
TSAC, the State of Tennessee, and the U.S. Department of Education statutory and
regulatory requirements for the receipt and processing of default payments.

The Contractor is responsible for the accounting of all payments received at the
lockbox. The Contractor shall remit all payments received at their location to the
lockbox for deposit. A report summarizing the payments shall be provided to TSAC by
the twentieth (20th) business day of the month following the month collected. A
detailed accounting of all movement of funds in this lockbox account shall be provided
to the Contractor by TSAC by the thirtieth (30th) business day of the month following
the month collected.

A.7.c.1.a. State of Tennessee Accounting and Reporting System.

The Contractor shall provide the capability for communication between the
State of Tennessee Accounting and Reporting System (STARS) and the
Federal Family Education Loan Program to load claim payment data. This
process shall meet TSAC, the State of Tennessee, and the U. S.
Department of Education statutory and regulatory requirements, and
comply with all applicable statutes, regulations, directives, and initiatives
for the Federal Family Education Loan Program. This process shall
provide the data required to create a deposit transaction and provide the
necessary forms, form layouts, formats, programs, procedures, and
documents needed to process the transaction through STARS.

A.7.c.1.b. TSAC General Ledger System.
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The Contractor shall provide the capability for communication between the

TSAC General Ledger System and the Federal Family Education Loan

Program to post/change/update data on the TSAC General Ledger. This

process shall meet TSAC, the State of Tennessee, and the U.S.

Department of Education statutory and regulatory requirements, and

comply with all applicable statutes, regulations, directives, and initiatives
for the Federal Family Education Loan Program. This process shall also
meet the requirements and applicable subcomponents designated by
TSAC in this Scope of Services. The General Ledger System must be
capable of operating in the State’s technical environment. TSAC’s network
currently consists of a HP Proliant DL380, Novell Net Ware 6 Server
Version 5.60.04 software and 10-100 Base TX Ethernet. Desktops are
running Microsoft ~ Windows XP Service Pack 2. The General Ledger
System shall reside on a server located at the Contractor.

Payment Coupons.

The Contractor shall create and distribute payment coupons to student borrowers and
parent borrowers with default loans. The payment coupons shall include, at the
minimum:

Student borrower and/or parent borrower name,

Student borrower and/or parent borrower street address, city, state, and zip code,
Social security number,

Loan balance,

Amount of outstanding principal,

Amount of accrued interest,

Amount of collection costs,

Payment due date, and

Payment amount.

Warrant Refunds.

The Contractor shall provide the capability for TSAC to create a Claim for Refund form
for all refund transactions.

The Claim for Refund form shall include, at a minimum:

Payee,

Student’s and/or parent’s name,
Social security number,
Amount of refund,

Reason for refund,

Fiscal ID, and

Allotment code.

A.7.c.3.a. State of Tennessee Accounting and Reporting System.

The Contractor shall provide the capability for communication between the
State of Tennessee Accounting and Reporting System (STARS) and the
Federal Family Education Loan Program system to record refund payment
data. This process shall meet TSAC, the State of Tennessee, and
the

U. S. Department of Education statutory and regulatory requirements, and
comply with all applicable statutes, regulations, directives, and initiatives.
This process shall provide the data required to process refund transactions
and create the necessary forms, form layouts, formats, programs,
procedures, and documents needed to process the transactions through
STARS.

A.7.c.3.b. TSAC General Ledger System.

The Contractor shall provide the capability for communication between the
TSAC General Ledger System and the Federal Family Education Loan
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Program system to post//change/update data on the TSAC General
Ledger. This process shall meet TSAC, and the State of Tennessee’s
statutory and regulatory requirements, and comply with all applicable
statutes, regulations, directives, and initiatives. This process shall also
meet the requirements and applicable sub-components designated by
TSAC in this Scope of Services. The General Ledger System must be
capable of operating in the State’s technical environment. TSAC’s network
currently consists of a HP Proliant DL380, Novell Net Ware 6 Server
Version 5.60.04 software and 10-100 Base TX Ethernet. Desktops are
running Microsoft Windows XP Service Pack 2. The General Ledger
System shall reside on a server located at the Contractor.

Reinsurance.

The Contractor shall ensure that all claims for reinsurance to which TSAC is entitled are filed
with the U.S. Department of Education within allowable timeframes as defined by federal
regulations.

Reporting on Defaults.

If a borrower or endorser fails to establish an agreement to repay the defaulted debt within sixty
(60) days of the initial notice sent after the payment of the claim, the Contractor shall:

o Enter into agreements with all national credit bureaus and report to them at least monthly in
the manner and within established timeframes acceptable to TSAC, the State of Tennessee,
the U.S. Department of Education, and the credit bureaus,

¢ Provide information on defaulted loans to other guaranty agencies according to reciprocal
agreements established with TSAC,

¢ Provide information to other entities as required by TSAC,

¢ Provide information to the TSAA, TELS, Scholarships and Loan Forgiveness Programs at
TSAC, and

e Research and resolve any disputes arising from credit bureau reporting within timeframes
required by law.

The Contractor shall note, in the system, all parties notified and the date information was
provided.

Collection Agencies.

The Contractor shall provide TSAC with post-claims recovery assistance and coordinate with
professional collection agencies as approved by TSAC. Any requests to subcontract for these
services shall be made in accordance with D.5. of this Contract.

The Contractor shall assign accounts using a competitive performance basis methodology
approved by TSAC and as defined by federal regulations. This methodology shall establish a
monthly placement percentage for each collection agency based upon their performance.

The Contractor shall also assign any newly defaulted account to a collection agency that is
actively pursuing recovery of another defaulted debt for the same borrower. TSAC’s objectives
for the use of competing collection agencies are to maximize default recoveries and to avail
itself of the alternative collection procedures for defaulted loans allowed under federal
regulations. The Contractor’s monitoring of collection agencies, therefore, must assure that the
requirements of the federal regulations are being met. The Contractor shall assume full
responsibility for the accuracy, timeliness, and legal compliance of all collection, payment
processing, and reporting activities of the collection agencies.

The Contractor shall require all collection agencies to submit payments received to the
payment lockbox within forty-eight (48) hours of receipt. Each collection agency’s system must
allocate borrower payments in the same manner as the TSAC’s system, and must account for
collection charges according to federal regulatory requirements. Each collection agency’s
system must be able to handle multiple interest rates within a single account.
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The Contractor shall assign new accounts to the collection agencies, no less frequently than
weekly, through an electronic transmission. Each collection agency shall be required to send
the Contractor a report acknowledging placements received within a week of their receipt. The
Contractor shall compare this report to its placement file to the agency to assure that all
accounts were successfully received and loaded to the collection agency’s system.

On a monthly basis, the Contractor shall send each agency an electronic transmission of all
accounts actively placed with the agency, and shall require the agency to reconcile any
discrepancies in account status (e.g., active, closed) and to adjust its balances for principal,
interest, unpaid collection charges, and other charges to the figures provided by the Contractor.

A.7.f1. Performance Tracking.

Each month, the Contractor shall select at random thirty (30) active accounts from
each collection agency to audit the agency’s compliance with federal due diligence
and contractual standards. The Contractor shall promptly report any findings to the
agency and require the agency to confirm all corrective actions taken. The Contractor
shall immediately report to TSAC any and all egregious or systematic errors
discovered in such an audit, and shall immediately take any corrective or disciplinary
action with the agency recommended by TSAC, including termination of the collection
agency’s contract.

Once a year, the Contractor shall conduct an on-site audit of each collection agency.
The Contractor’s audit procedures must cover, at minimum, reviews of procedural and
systematic controls for regulatory compliance, fiscal integrity, accuracy and timeliness
of payment processing, system capacity, adequacy of personnel, and physical and
information security. The audit should include monitoring of collection calls placed on
TSAC accounts.

The results of such audits shall be one component of a comprehensive monthly report
from the Contractor to TSAC analyzing the overall recovery effectiveness of all
collection agencies and of the Contractor. In addition to audit results, the report will
provide, at minimum, for each entity:

e The number and percentage of accounts in repayment,

e Gross and net recoveries expressed in dollars and as percentages of placed
accounts broken out by ftraditional collections, rehabilitation payoffs, and
consolidation payoffs, and

e The number and dollar value, and percentages for each, of accounts assigned to
the U.S. Department of Education.

The Contractor shall also provide a Default Collections Reconciliation Report or its
equivalent developed in consultation with TSAC’s management. The report shall
report collection activity for each month and shall be delivered by the fifth (5th) of the
following month.

Treasury Offset.

The Contractor shall be fully committed to this process and be able to provide procedures and
documentation needed to initiate and process a Treasury offset.

The system shall fully support the certification of borrowers to the U.S. Treasury’s Financial
Management Service for the purpose of intercepting federal payments (including tax refunds) to
offset defaulted debts.

The Contractor shall conduct all Federal Offset activities on behalf of TSAC, including, and
without limitation:

¢ Sending initial notices to defaulted borrowers of the intent to offset and notifying them of
their rights to enter repayment agreements or oppose offsets,
e Automatically post offset payments and refunds from electronic files received from the U.S.
Treasury,
e Prepare offset refund requests for borrowers and spouses for TSAC’s approval and
payment, and
e Update borrowers’ accounts with all offset activities.
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The Contractor shall comply with all of the requirements set forth by the U.S. Department of
Education and U.S. Treasury for the Treasury Offset program.

Administrative Wage Garnishment.

The Contractor shall provide TSAC with forms, form layouts, formats, programs, procedures,
and documentation needed to initiate an Administrative Wage Garnishment process. The
Contractor shall attempt Administrative Wage Garnishment on all non-paying defaulted
borrowers. The Contractor shall attempt to identify employers through normal collection
techniques. The Contractor shall also be expected to develop automated data matches with
other employment systems as access to such systems becomes available to TSAC.

The Contractor shall comply with all the provisions of 34 CFR 682.410(b)(10) and the U.S.
Department of Education’s interpretation of that regulation in conducting Administrative Wage
Garnishment activities, including, and without limitation:

e Sending borrower and employer notices and garnishment orders approved by the U.S.
Department of Education,

¢ Issuing garnishment orders by the two hundred and twenty-fifth (225th) day of delinquency;

e Suspending normal due diligence activities during garnishment procedures,

e Resuming normal due diligence activities at the correct stage of delinquency at the
termination of garnishment procedures,

e Allowing borrowers adequate opportunity to enter voluntary repayment or oppose
garnishment actions,

e Referring all requests for administrative hearings on garnishment actions to TSAC, and
providing TSAC with the documentary support to conduct such hearings,

e Promptly applying garnishment payments to borrowers’ accounts while correctly identifying
the employer sources of such payments, and

¢ Identifying and following up with non-paying employers.

Suspension of License.

The Contractor shall provide TSAC with forms, form layouts, formats, programs, procedures,
and documentation needed to initiate a process to discipline, suspend, deny, or revoke the
professional license of any person who has defaulted on Federal Family Education Loan
Program loan.

The Contractor shall be expected to develop automated data matches with other employment
systems as access to such systems becomes available to TSAC.

The Contractor shall comply with all the provisions of Tennessee Code Annotated Title 23-3-
111; Title 49-5-108; Title 56-1-312; and Title 61-1-141 and mirror the process used for
Administrative Wage Garnishment.

Rehabilitation.

The Contractor shall ensure the forms, form layouts, formats, programs, procedures, and
documentation needed for the TSAC Rehabilitation Loan Program that meets TSAC, the State
of Tennessee, and the U.S. Department of Education statutory and regulatory requirements,
and complies with all applicable statutes, regulations, directives, and initiatives for the Federal
Family Education Loan Program.

The system shall automatically identify borrowers who qualify for Loan Rehabilitation according
to federal statutory and regulatory requirements. As frequently as monthly, the Contractor shall
send system-generated notices to qualifying borrowers asking for permission to rehabilitate
their accounts. The Contractor shall record borrowers’ permission to rehabilitate on the
system, and then prepare rosters of rehabilitation accounts to be purchased by a lender or
lenders designated by TSAC.

The Contractor shall apply rehabilitation payoffs as a separate payment type on the individual
accounts to ensure that such recoveries are correctly reported in TSAC’s Forms 2000
reporting.

The Contractor shall delete all successfully rehabilitated loans from its reporting to national
credit bureaus.
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Reasonable and Affordable Repayment.

The Contractor shall be fully committed to this process and be able to provide procedures and
documentation needed to process a “reasonable and affordable” payment request.

The Contractor shall have the ability to establish, record, and track temporary repayment
agreements on defaulted loans, including agreements established according to regulatory
guidelines for “reasonable and affordable” repayment. In establishing a “reasonable and
affordable” repayment schedule, the Contractor shall collect and evaluate sufficient
documentary evidence of the borrower’s financial situation, record its receipt on the system,
and store the documents in the borrower’s file.

The Contractor shall send a notice to the borrower prior to the expiration of the “reasonable
and affordable” agreement, and, if the borrower does not respond, automatically re-convert the
borrower to a standard repayment schedule.

Loan Assignment.

The Contractor shall ensure the forms, form layouts, formats, programs, procedures, and
documentation needed to process a loan assignment meets TSAC, the State of Tennessee,
and the U.S. Department of Education statutory and regulatory requirements, and complies
with

all applicable statutes, regulations, directives, and initiatives for the Federal Family Education
Loan Program.

The system shall accommodate the mandatory assignment of non-paying defaulted accounts,
voluntary assignment of non-paying defaulted accounts, and accounts conditionally discharged
for a Total and Permanent Disability to the U.S. Department of Education according to
guidelines established by the U.S. Department of Education.

A.8. Program Management for the Federal Family Education Loan Program.

A.8.a. Address Labels.

A.8.b.

A.8.c.

The Contractor shall provide the capability for TSAC to print address labels on-line for TSAC
participating postsecondary schools, lenders, and lender servicers.

Common Manual Support.

The Contractor shall be responsible for the distribution of the latest revisions of the Common
Manual to TSAC personnel and TSAC participating postsecondary schools, lenders, and lender
servicers as determined by TSAC. The Contractor shall make the Common Manual available
to TSAC participating postsecondary schools, lenders, and lender servicers, in manual and
electronic formats, according to the postsecondary school’s, lender’s, or lender servicer's
preferences. The Contractor shall also be responsible for emailing or providing on-line access
to all policy updates to the Common Manual published by the Common Manual Governing
Board, and shall ensure that such updates are distributed with the timeframes specified by the
Common Manual Governing Board.

The Contractor shall be responsible for all associated costs related to TSAC’s participation on
the Common Manual Governing Board.

Correspondence.

All correspondence sent to student borrowers and parent borrowers from the Contractor shall
be on official TSAC letterhead. The letter shall show the Contractor's address, telephone
number, and toll-free telephone numbers. Envelopes shall be similarly labeled. The letterhead
shall also identify the Contractor as TSAC's servicer for those uses where such identification is
necessary to comply with federal and state debt collection laws. All letters shall be printed at
and distributed by the Contractor.

Agenda
40 74



A.8.d.

A.8.e.

A8 f.

A.8.g.

A.8.h.

The Contractor shall respond to correspondence received from the student borrowers and
parent borrowers within forty-five (45) days of receipt. Any response made by the Contractor
shall meet TSAC, the State of Tennessee, and the U.S. Department of Education statutory and
regulatory requirements, and comply with all applicable statutes, regulations, directives, and
initiatives for the Federal Family Education Loan Program.

Document Management.

The Contractor shall use a document management system for storing and retrieving any and all
documents and reports processed by the Contractor which shall include, at a minimum:

Loan applications,

Master Promissory Notes,
Loan maintenance updates,
Loan volume reports, and
Claim files.

The Contractor shall provide the capability for designated TSAC personnel to retrieve any and
all stored images of documents or reports on-line at the TSAC office.

Marketing Representative.

The Contractor shall designate professional level management personnel to serve as a
marketing representative for the Federal Family Education Loan Program. The marketing
representative should have knowledge of the Internet-based products and be able to travel.
The primary responsibility of the marketing representative is to provide information to
postsecondary schools, lenders, and lender servicers on the services offered by TSAC. The
marketing representative shall coordinate the marketing activities under TSAC’s guidance and
approval. The Contractor shall provide the representative with a computer, laptop, and other
equipment needed to perform the duties of this marketing representative at no additional cost
to TSAC.

In the event TSAC becomes dissatisfied with the representative, it shall submit to the
Contractor written notice thereof, showing reasonable cause why a substitution should be
made. Ifthe Contractor is unable to correct the conditions cited by TSAC within thirty (30)
business days from the receipt of such notice, the Contractor shall make a substitution. Any
and all Contractor support personnel and/or future substitutes must be approved by TSAC.

On-line Inquiries.

The Contractor will provide the capability for selected TSAC personnel to make on-line inquires
to student borrowers records, parent borrowers records, TSAC participating postsecondary
school, lender, lender servicer, guarantor profiles, and print screens as designated by the
Program Administrator and TSAC’s Executive Director. In addition, the Contractor also will
provide selected TSAC personnel with update capability as designated by the Program
Administrator and TSAC’s Executive Director.

Procedures Supplement.

The Contractor shall provide to TSAC a Procedures Supplement to the Common Manual. The
Supplement shall clearly state that it is not part of the Common Manual nor endorsed by the
Common Manual Governing Board. It shall, however, follow the outline of the Common Manual
and explain, in detail, the procedures, forms, form layouts, formats, programs, software, and
reporting formats to be used by TSAC and TSAC participating postsecondary schools, lenders
and lender servicers to comply with the policies set forth in the Common Manual. The
Supplement should provide sufficient information and guidance — through procedural narratives
and illustrations — to enable new lender or postsecondary school personnel begin loan
processing with TSAC.

Publications.

The Contractor shall assist TSAC with the marketing of the Federal Family Education Loan
Program by creating, producing, and distributing informational publications for use by TSAC
participating postsecondary schools, lenders, and lender servicers, and for potential student
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borrowers and parent borrowers for the Federal Family Education Loan Program. These
publications shall include, at a minimum:

¢ Informational brochures for student borrowers and parent borrowers on each loan program,

¢ Informational brochures for student borrowers and parent borrowers on default prevention,

¢ Informational brochures for student borrowers and parent borrowers on debt counseling and
management, and

¢ Informational brochures for student borrowers and parent borrowers on repayment options.

A.8.i. Reports.

The Contractor shall produce TSAC with comprehensive management reports in summary and
detailed formats for FFELP loans, including, and without limitation, Federal Stafford Loans,
Federal PLUS Loans, and Federal Consolidation Loans. These reports shall be provided on a
daily, weekly, monthly, quarterly, fiscal years, and annual basis, and shall provide TSAC with
information to gauge past performance and to project future opportunities.

The Contractor shall also provide the capability for TSAC to print the reports on-line. The
Contractor shall ensure the forms, form layouts, formats, programs, procedures, and
documentation used to provide the capability to print reports on-line meets TSAC, the State of
Tennessee, and the U.S. Department of Education statutory and regulatory requirements, and
complies with all applicable statutes, regulations, directives, and initiatives for the Federal
Family Education Loan Program.

The management reports shall include, at a minimum:

o Statistical analysis by loan type, loan status, undergraduate and graduate student borrower,
parent borrower, postsecondary school type, and lender or lender servicer.

o Statistical analysis of the total loan portfolio by loan type, loan status, undergraduate and
graduate student borrower, parent borrower, postsecondary school, and lender or lender
servicer.

¢ Outstanding loan volume by loan type, number of loans, total dollar volume for each loan
type, loan status, postsecondary school type, lender or lender servicer, undergraduate and
graduate student borrowers by age, sex, Tennessee congressional district, geographical
distribution by zip code, and parent borrowers by age, sex, Tennessee congressional
district, geographical distribution by zip code.

e Annual performance report listing a summary of achievements made throughout the State
fiscal year, listing of all of the services provided to TSAC, student borrowers, parent
borrowers, TSAC participating schools, lenders, and lender servicers along with the efforts
made to improve them throughout the year, loan volume for the top ten (10) postsecondary
schools, loan volume for the top ten (10) lenders, a discussion of difficulties encountered
with any phase of servicing and how they were resolved, and recommendations and
rationales for changes and/or improvements in the Federal Family Education Loan Program
in Tennessee due by September 1% of each year and shall report on activity for the State
fiscal year (July 1 — June 30). The Contractor shall produce up to fifty (50) copies of the
report.

e The Contractor shall be responsible for preparing a monthly financial accounting report of
lockbox collections to TSAC.

e The Contractor, utilizing the TSAC General Ledger System, shall report the item entries for
all accounting transactions, upon request from TSAC. These line item entries shall
correspond to entries the Contractor will be making on its own system. For example when a
payment is received, the Contractor shall update the TSAC General Ledger System line
items for entries to reinsurance received, origination fees, maintenance fees, IRS refunds
due TSAC, repurchases, refunds and overpayments, recoveries submitted, rehabilitated
loans, compliment of collection, the non-reinsured portion of the reinsurance. The purpose
of this report is to ensure that both TSAC’s records and the Contractor’s records agree at all
times; therefore, making the preparation of federal and state reports more accurate.
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All reports shall be made available to TSAC in daily, weekly, monthly, quarterly, State fiscal
year, Federal fiscal year, and calendar year formats to accommodate the preferences of TSAC.

A.8.j. Support for Lender and Postsecondary School Management.

The Contractor shall provide postsecondary school, lender, and lender servicer profiles to
TSAC that tracks, at a minimum, the program eligibility and levels of participation with each of
the TSAC participating postsecondary schools, lenders, and lender servicers. The profiles
shall show the current number of loans and corresponding total dollar volume for each loan
type and loan status for the month, quarter, State fiscal year (July 1 — June 30), Federal fiscal
year (October 1 — September 30), Calendar year (January 1 — December 31), and cumulative
by loan status, each loan type and all loan types.

The postsecondary school, lender, and lender servicer profiles shall show the volumes of loans
guaranteed against any limitations imposed by TSAC, and shall be used to reject loan
applications in the event a postsecondary school, lender, or lender servicer has reached its
guarantee limit in any loan program. These profiles shall also include, at a minimum:

e De-certified by the U.S. Department of Education for failure to submit their quarterly
Lender’'s Interest and Special Allowance Report (ED Form 799),

Designated an Exceptional Performer,

Postsecondary schools utilizing Disbursement Support,

Lenders or lender servicers utilizing Disbursement Support,

Blanket Guarantee lender or lender servicer,

Cohort Default Rate, and

Multiple servicer information.

The Contractor shall collect information regarding changes in eligibility, address, telephone, e-
mail address, or point of contact for all postsecondary schools, lenders, and lender servicers on
the system and shall promptly notify TSAC of any changes.

The Contractor shall produce a monthly listing of all postsecondary schools, lenders, and
lender servicers on the system on-line to TSAC. The monthly listings shall be sorted
alphabetically by the postsecondary school, lender, and lender servicer name and numerically
by the postsecondary school, lender, and lender servicer number.

TSAA, TELS, Scholarships, and Loan Forgiveness Programs System.

The Contractor shall provide as part of the Internet-based system the capability of tracking the
application process for all active and future programs from the initial system, selection process,
disbursement, cancellation, repayment, and history information for the TSAA, TELS, scholarships, and
loan forgiveness programs. The system shall be accessible by TSAC and TSAC participating
postsecondary schools, high schools, vocational rehabilitation counselors, workforce investment case
managers, and students.

The TSAA, TELS, scholarships, and loan forgiveness programs system shall meet TSAC, the State of
Tennessee, and the U.S. Department of Education statutory and regulatory requirements, and comply
with all applicable statutes, regulations, directives, and initiatives.

The Contractor shall provide the forms, form layouts, formats, programs, procedures, and
documentation needed to facilitate the administration of the TSAA, TELS, scholarships, and loan
forgiveness programs. The Contractor shall ensure the form layouts, formats, programs, procedures,
and documentation needed to facilitate the administration of the TSAA, TELS, scholarships, and loan
forgiveness programs shall meet TSAC, the State of Tennessee, and the U.S. Department of
Education’s statutory and regulatory requirements, and comply with all applicable statutes, regulations,
directives, and initiatives.

The Contractor shall provide a method of importing and converting the existing data for all programs
that currently reside on the existing Internet-based system, as well as the in-house loan forgiveness
programs located in Access and Excel. The imported and converted data must be utilized in a system
that meets and exceeds the requirements stated in this Scope of Services.

The system must interface with the State of Tennessee Accounting and Reporting System (STARS),
the Tennessee State Department of Education, the Tennessee Higher Education Commission (THEC),
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the Tennessee Department of Safety, the Tennessee State Department of Labor, and TSAC’s General
Ledger System. (Refer to Attachment B, State of Tennessee Interface Protocols)

A.9.a.

A9.b.

Application Origination.
A.9.a.1. TSAA and TELS Programs.

The Contractor shall provide for a Destination Point for the TSAA and TELS programs
with the U.S. Department of Education’s approved Central Processor to download and
maintain the Institutional Student Information Record (ISIR). The ISIR serves as
application data used in the TSAA and TELS programs to determine student eligibility.
The Contractor shall track all applicants. The Contractor shall download the ISIR data
on a daily basis as required by TSAC.

All form layout and system changes made to the ISIR shall meet TSAC, the State of
Tennessee, and the U.S. Department of Education statutory and regulatory
requirements, and comply with all applicable statutes, regulations, directives, and
initiatives.

A.9.a.2. Scholarships and Loan Forgiveness Programs.

The Contractor shall provide TSAC as part of the Internet-based system an
application origination process that allows for on-line application data, data transmittal,
and status tracking for the scholarships and loan forgiveness programs.

Electronic Application Processing.

The Contractor shall provide the capability for TSAC to receive/add/change/delete/update
application data from students, participating postsecondary schools, high schools, vocational
rehabilitation counselors, workforce investment case managers, and the Tennessee State
Department of Education through the TSAA, TELS, scholarships, and loan forgiveness
programs system available through the TSAC website.

The Contractor shall provide the forms, form layouts, formats, programs, procedures, and
documentation for TSAC, participating postsecondary schools, high schools, vocational
rehabilitation counselors, workforce investment case managers, and students to receive, print,
and add/change/delete/update application data. The Contractor shall ensure the form layouts,
formats, programs, procedures, and documentation needed to receive, print, and
add/change/delete/update application data meets TSAC, the State of Tennessee, and the U.S.
Department of Education statutory and regulatory requirements, and complies with all
applicable statutes, regulations, directives, and initiatives.

The Contractor shall provide to TSAC the capability to add/change/delete/update data, and
print any and all processing reports or their equivalents upon request. All system edits shall
meet TSAC, State of Tennessee, and the U.S. Department of Education statutory and
regulatory requirements and comply with all applicable statutes, regulations, directives, and
initiatives. Any and all changes made to the system edits shall be made within timeframes to
be determined by TSAC and shall meet TSAC, the State of Tennessee, and the U.S.
Department of Education statutory and regulatory requirements, and comply with all applicable
statutes, regulations, directives, and initiatives, and shall be made at no additional cost to
TSAC. Any and all changes are also subject to TSAC'’s prior approval.

A.9.b.1. TSAA and TELS Programs.

The Contractor shall process and edit ISIR information received from the Central
Processor, TSAC, participating postsecondary schools, high schools, vocational
rehabilitation counselors, workforce investment case mangers, the Tennessee State
Department of Education, and students. The Contractor shall provide to TSAC the
capability to add/change/delete/update application data, print application data, reports,
letters, and mailing labels available through the TSAC website or in hardcopy format
for any postsecondary school, high school, or student using a manual process.

The Contractor shall maintain the ISIR information for no less than five (5) years.

The Contractor shall record each add/change/delete/update transaction made to
TSAA and TELS applications entered by TSAC, postsecondary schools, high schools,
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vocational rehabilitation counselors, workforce investment case managers, the
Tennessee State Department of Education, and students participating in the TSAA
and TELS programs. The transaction will be recorded by TSAC user, ISIR, individual
student, postsecondary schools, high schools, vocational rehabilitation counselors,
workforce investment case managers, and the Tennessee State Department of
Education participating in the TSAA and TELS programs. ISIR data will be recorded
on the TSAA and TELS system.

The Contractor shall also provide a daily report to TSAC of all
add/change/delete/update transactions made to the TSAA and TELS system by date
that includes, at a minimum:

Student name,

Social security number,
Program name,

Data changed,

Source of change, and
Date change occurred.

The Contractor shall provide appropriate security with Secure Socket Layer (SSL),
and digital certificates at specified requirement levels for date input and review by
TSAC, participating postsecondary schools, high schools, vocational rehabilitation
counselors, workforce investment case managers, the Tennessee State Department
of Education, and students.

Scholarships and Loan Forgiveness Programs.

The Contractor shall provide to TSAC the capability to add/change/delete/update
application data, print application data, reports, letters, and mailing labels available
through the TSAC website or in hardcopy format for any postsecondary school, high
school, or student using a manual process.

The Contractor shall record each add/change/delete/update transaction made to
scholarships and loan forgiveness applications entered by TSAC, postsecondary
schools, high schools, vocational rehabilitation counselors, workforce investment case
managers, the Tennessee State Department of Education, and students participating
in the scholarships and loan forgiveness programs. The transaction will be recorded
by TSAC user, individual student, postsecondary schools, high schools, vocational
rehabilitation counselors, workforce investment case managers, and the Tennessee
State Department of Education participating in the scholarships and loan forgiveness
programs.

The Contractor shall provide the capability for TSAC and student applicants to receive
reports on application status on an individual or composite basis.

The Contractor shall also provide a daily report to TSAC of all
add/change/delete/update transactions made to the scholarships and loan forgiveness
programs system by date that includes, at a minimum:

Student name,

Social security number,
Program name,

Test scores,

GPA,

Data changed,

Source of change, and
Date change occurred.

The Contractor shall provide appropriate security with Secure Socket Layer (SSL),
and digital certificates at specified requirement levels for date input and review by
TSAC, participating postsecondary schools, high schools, vocational rehabilitation
counselors, workforce investment case managers, the Tennessee State Department
of Education, and students.
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A.9.c. Postsecondary School and High School Profiles.

The Contractor shall provide postsecondary school and high school profiles to TSAC listing
participating postsecondary schools and high schools that have add/change/delete/update
capabilities for administering students in the TSAA, TELS, scholarships, and loan forgiveness
programs.

A.9.c.1. Postsecondary School Profile.

The postsecondary school profile shall include, at a minimum:

Postsecondary school name,

Postsecondary school federal number,

Director of financial aid,

Director of financial aid (title),

Director of financial aid (email address),

Second contact name and address,

Postsecondary school mailing address,

Postsecondary school phone number,

Postsecondary school fax number,

Postsecondary school’s vocational rehabilitation counselor (name),
Postsecondary school’s vocational rehabilitation counselor (email address),
Postsecondary school’s workforce case manager (name),
Postsecondary school’s workforce case manager (email address),
Awards by program, and

Students by program.

A.9.c.2. High School Profile.

The high school profile shall include, at a minimum:

School name,

School ACT code,
School district,

Principal’s name,
Principal’s email address,
Counselor’'s name,
Counselor’s email address,
School mailing address,
School phone number,
School fax number,
Student’s per grade level,
Awards by program, and
Student’s by program.

The Contractor shall provide TSAC with the capability to add/change/delete/update
the

postsecondary school and high school profile. The Contractor will provide
participating postsecondary schools and high schools with online capability to
change/update information required by TSAC.

A.9.d. Eligibility Tables and Calculations.

The Contractor shall provide and maintain the tables and calculations necessary to determine if
an applicant is eligible or ineligible for the TSAA, TELS, scholarships, and loan forgiveness
programs.

A.9.d.1. TSAA and TELS Programs.

The Contractor shall create a matrix tables from data provided by TSAC that is used
to determine an applicant’s eligibility for the TSAA and TELS programs. The
Contractor shall ensure the forms, form layouts, formats, programs, procedures and
documentation used in the matrix tables shall meet TSAC, the State of Tennessee,
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and the U.S. Department of Education’s statutory and regulatory requirements, and
comply with all applicable status, regulations, directives and initiatives.

Scholarships and Loan Forgiveness Programs.

The Contractor shall provide calculations and ranking of applicants to determine
eligibility for the scholarships and loan forgiveness programs. The Contractor shall
ensure the forms, form layouts, formats, programs, procedures, and documentation
used to perform the calculations and rankings shall meet TSAC, the State of
Tennessee, and the U.S. Department of Education’s statutory and regulatory
requirements, and comply with all applicable status, regulations, directives and
initiatives.

A.9.e. Electronic Exchange of Data.

A.9.e.1. TSAC Federal Family Education Loan Program.

A9.e2.

The Contractor shall provide the capability for communication between the TSAC
Federal Family Education Loan Program (FFELP) system and the TSAA, TELS,
scholarships, and loan forgiveness programs system to mark ineligible any TSAA,
TELS, scholarship, and loan forgiveness program records that match an outstanding
defaulted FFELP student loan on the TSAC Federal Family Education Loan Program
system. This electronic exchange of data shall meet TSAC, the State of Tennessee,
and the U.S. Department of Education’s statutory and regulatory requirements, and
comply with all applicable statutes, regulations, directives, and initiatives.

Tennessee Department of Safety.

The Contractor shall provide the capability for communication between the Tennessee
Department of Safety Driver License (TDSDL) system and the TSAA, TELS,
scholarships, and loan forgiveness programs system to update TSAA, TELS,
scholarships, and loan forgiveness records with the driver license state and number,
county code, sex, and race as indicated on the TDSDL system. This electronic
exchange of data shall meet TSAC, and the State of Tennessee’s statutory and
regulatory requirements, and comply with all applicable statutes, regulations,
directives, and initiatives. (Refer to Attachment B, State of Tennessee Interface
Protocols)

The Contractor shall generate an error report listing all applicants who do not match
any data on the TDSDL system including, at a minimum, the applicants’ name and
social security number.

A.9.e.3. Tennessee State Department of Education.

The Contractor shall provide the capability for communication between the Tennessee
State Department of Education’s High School Transcript system and the TSAA, TELS,
scholarships, and loan forgiveness programs system to update each applicant record
with high school transcript data. This electronic exchange of data shall meet TSAC,
and the State of Tennessee’s statutory and regulatory requirements, and comply with
all applicable statutes, regulations, directives, and initiatives.

The Contractor shall generate an error report listing all applicants who do not match
any data from the system including, at a minimum, the applicants’ name and social
security number and high school.

A.9.e.4. American College Testing.

The Contractor shall provide the capability for communication between American
College Testing (ACT) and the TSAA, TELS, scholarships, and loan forgiveness
programs system to update each applicant record with the high school name, ACT
score, high school grade point average (GPA).

The Contractor shall generate an error report listing all applicants who do not match
any data on the ACT system including, at a minimum, the applicants’ name and social
security number.
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A.9.e.5. Scholastic Aptitude Test.

The Contractor shall provide the capability for communication between College
Board/Scholastic Aptitude Test (SAT) and the TSAA, TELS, scholarships, and loan
forgiveness programs system to update each applicant record with the high school
name, SAT score, high school grade point average (GPA).

The Contractor shall generate an error report listing all applicants who do not match
any data on the College Board/SAT system including, at a minimum, the applicants’
name and social security number.

A.9.e.6. Tennessee State Department of Labor.

The Contractor shall provide the capability for communication between the Tennessee
State Department of Labor and the TSAA, TELS, scholarships, and loan forgiveness
programs system to update each applicant record with General Educational
Development (GED) data.

This electronic exchange of data shall meet TSAC, and the State of Tennessee’s
statutory and regulatory requirements, and comply with all applicable statutes,
regulations, directives, and initiatives. (Refer to Attachment B, State of Tennessee
Interface Protocols)

The Contractor shall generate an error report listing all applicants who do not match
any data on the Tennessee State Department of Labor system including, at a
minimum, the applicants’ name and social security number.

Electronic Roster Processing.

The Contractor shall provide to TSAC the capability to produce applicant rosters sorted by
participating postsecondary schools, high schools, vocational rehabilitation counselors, and
workforce investment case managers for each active program that indicates all eligible or
selected applicants. The Contractor shall provide for an Audit, Information, Certification,
Payment, and Reconciliation roster.

The rosters shall include, at a minimum:

Participating postsecondary school,

Participating high school,

School district,

Applicant name,

Social security number,

Award amount by semester/quarter,

Estimated Family Contribution (EFC) for TSAA only,
Comments section,

Self reported grade point average (GPA) for TELS only,
Weighted GPA for TELS only,

Unweighted GPA for TELS only,

ACT, SAT, and GED scores,

Source of change,

Number of attempted hours,

Number of years in program,

Hours in Program for TELS only, and

Adjusted Gross Income (AGI) for TELS.

The Contractor shall provide the capability for TSAC to transmit and receive rosters to
participating postsecondary schools, high schools, vocational rehabilitation counselors,
workforce investment case managers, and the Tennessee State Board of Education through
the TSAA, TELS, scholarships, and loan forgiveness program system available through the
TSAC website or in hardcopy format for any entity using a manual process.

The Contractor shall provide the forms, form layouts, formats, programs, procedures, and
documentation for TSAC, participating postsecondary schools, high schools, vocational
rehabilitation counselors, workforce investment case managers, and the Tennessee State
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A9.h.

Department to Education to receive, add/change/delete/update, transmit, and print roster
information. The Contractor shall ensure the forms, form layouts, formats, programs,
procedures, and documentation needed to receive, add/change/delete/update, transmit, and
print roster information meets TSAC, the State of Tennessee, and the U.S. Department of
Education’s statutory and regulatory requirements, and complies with all applicable statutes,
regulations, directives, and initiatives.

Payments of Awards.

The Contractor shall provide the capability for TSAC to create payment rosters for all eligible
students certified as eligible on the certification rosters by participating postsecondary school.
The roster shall include, at a minimum:

Participating postsecondary school,

Student name,

Social security number,

Award amount by semester/quarter,

Participating postsecondary school number assigned by TSAC,

Line for the Program Administrator’s signature, and

Total award amount by semester/quarter for the participating postsecondary school.

A.9.9.1. State of Tennessee Accounting and Reporting System.

The Contractor shall provide the capability for communication between the State of
Tennessee Accounting and Reporting System (STARS) and the TSAA, TELS,
scholarships, and loan forgiveness programs system to load payment data. This
process shall meet TSAC and the State of Tennessee statutory and regulatory
requirements, and comply with all applicable statutes, regulations, directives, and
initiatives. This process shall provide the data required to create a payment
transaction and provide the necessary forms, form layouts, formats, programs,
procedures, and documents needed to process the transaction through STARS.
(Refer to Attachment A, Glossary and Attachment B, State of Tennessee Interface
Protocols)

A.9.9.2. TSAC General Ledger System.

The Contractor shall provide the capability for communication between the TSAC
General Ledger System and the TSAA, TELS, scholarships, and loan forgiveness
program system to post/change/update data on the TSAC General Ledger. This
process shall meet TSAC, and the State of Tennessee’s statutory and regulatory
requirements, and comply with all applicable statutes, regulations, directives, and
initiatives. This process shall also meet the requirements and applicable sub-
components designated by TSAC in this Scope of Services. The General Ledger
System must be capable of operating in the State’s technical environment. TSAC’s
network currently consists of a HP Proliant DL380, Novell Net Ware 6 Server Version
5.60.04 software and 10-100 Base TX Ethernet. Desktops are running Microsoft
Windows XP Service Pack 2. The General Ledger System shall reside on a server
located at the Contractor.

A.9.9.3. Total Awards.

The Contractor shall provide TSAC the capability to track total awards. The Contractor
shall ensure that student recipients do not exceed the maximum amount and number
of awards as designated by TSAC and the State of Tennessee statutory and
regulatory requirements.

Warrant Cancellations/Refunds/Adjustments.

The Contractor shall provide the capability for TSAC to create a roster for all refund,
cancellation, and cancel/reissue transactions.

The roster shall include, at a minimum:
e Student name,
e Social security number,
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Amount of cancellation, refund, and cancel/reissue transaction,
Warrant number,

Date of cancellation, refund, and cancel/reissue transaction,
Postsecondary school’s name,

Program type,

Batch number,

Academic year,

Cost center,

Allotment code, and

Total of cancellation, refund, and cancel/reissue transactions.

A.9.h.1. State of Tennessee Accounting and Reporting System.

The Contractor shall provide the capability for communication between the State of
Tennessee Accounting and Reporting System (STARS) and the TSAA, TELS,
scholarships, and loan forgiveness programs system to record cancellation, refund,
and cancel/reissue payment data. This process shall meet TSAC and the State of
Tennessee statutory and regulatory requirements, and comply with all applicable
statutes, regulations, directives, and initiatives. This process shall provide the data
required to process refund, cancellation, and cancel/reissue transactions and create
the necessary forms, form layouts, formats, programs, procedures, and documents
needed to process the transactions through STARS.

A.9.h.2. TSAC General Ledger System.

The Contractor shall provide the capability for communication between the TSAC
General Ledger System and the TSAA, TELS, scholarships, and loan forgiveness
program system to post//change/update data on the TSAC General Ledger. This
process shall meet TSAC, and the State of Tennessee’s statutory and regulatory
requirements, and comply with all applicable statutes, regulations, directives, and
initiatives.  This process shall also meet the requirements and applicable sub-
components designated by TSAC in this Scope of Services. The General Ledger
System must be capable of operating in the State’s technical environment. TSAC’s
network currently consists of a HP Proliant DL380, Novell Net Ware 6 Server Version
5.60.04 software and 10-100 Base TX Ethernet. Desktops are running Microsoft
Windows XP Service Pack 2. The General Ledger System shall reside on a server
located at the Contractor.

A.9.i. Repayments/Cancellations in Loan Forgiveness Programs.

The Contractor shall provide to TSAC a loan repayment/cancellation process for the loan
forgiveness programs. This process shall track the total award, interest owed, and total
obligation required for each student recipient. The Contractor shall provide amortization tables
for calculation of monthly repayments and payoff amounts.

As student recipients teach or repay to fulfill their obligations, the Contractor shall provide an
account record for each student recipient. This process shall post payments and cancellations,
calculate interest accrued, and outstanding principal on a student recipient’s account record.
Calculations shall include, at a minimum, the total teaching credit, amount of interest accrued,
monthly payments, number of payments, outstanding principal, and loan balances.

All forms, form layouts, formats, programs, procedures, and documentation to the functionality
and calculations shall meet TSAC, State of Tennessee, and the U.S. Department of the
Treasury statutory and regulatory requirements, and comply with all applicable statutes,
regulations, directives, and initiatives. The Contractor shall create and distribute to student
recipients on an annual basis the U.S. Department of the Treasury, Internal Revenue Service
Form 1098-E.

The Contractor shall create and distribute payment reports and payment notices including, at a
minimum:

e Student’s name,

e Social security number,
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Student’s address,

Amount of interest accrued,
Outstanding principal,

Loan balance, and
Payment due date.

A.9.i.1. Loan Forgiveness Programs Delinquency Calculations and Reports.

The Contractor shall provide to TSAC the capability to calculate a student recipient’s
loan status on all active accounts that reach 30, 60, 90, and 120 day delinquency.
This process shall create letters and reports which correspond to the day delinquent.
The Contractor shall provide to TSAC the data required to report any delinquent
accounts to collection agency designed by TSAC.

All forms, form layouts, formats, programs, procedures, and documentation to the
calculations and reports shall meet TSAC, State of Tennessee, and the U.S.
Department of the Treasury statutory and regulatory requirements, and comply with all
applicable statutes, regulations, directives, and initiatives.

Simulation/Projection Report.

The Contractor shall provide to TSAC for TSAA and TELS programs the capability to project
TSAA and TELS funding levels prior to actual awarding. The simulation/projection report shall
include, at a minimum:

Postsecondary school tuition,

Date of application,

Expected Family Contribution (EFC),
Postsecondary Grade Point Average (GPA),
High school unweighted GPA,

Weighted GPA,

Adjusted Gross Income (AGI),

Full or part time,

Enrollment trends, and

Funding levels.

The simulation/projection capability shall be updated annually to accommodate changes to the
TSAA and TELS programs and the ISIR layout. The Contractor shall retain, at a minimum, five
(5) years of data.

The Contractor shall ensure the forms, form layouts, formats, programs, procedures, and
documentation needed to create a simulation/projection report shall meet TSAC, the
Tennessee Higher Education Commission, and State of Tennessee statutory and regulatory
requirements, and comply with all applicable statutes, regulations, directives, and initiatives.

Reports and Forms.

The Contractor shall provide to TSAC a comprehensive set of processing and management
reports, forms, form layouts, and formats for the TSAA, TELS, scholarships, and loan
forgiveness programs as defined by TSAC.

The Contractor shall ensure the reports, forms, form layouts, and formats shall meet TSAC, the
State of Tennessee, and the U.S. Department of Education’s statutory and regulatory
requirements, and comply with all applicable statutes, regulations, directives, and initiatives.

All processing and management reports, forms, form layouts, and formats shall be made
available to TSAC and participating postsecondary schools and high school through the TSAC
website or their equivalents in hardcopy format for any entity using a manual process. Any
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A.9.m.

hardcopy forms shall be printed by the State of Tennessee Print Shop. Any hardcopy reports
shall be printed by the Contractor or TSAC as specified by TSAC.

The reports shall include, at a minimum:

Student name,

Social security number,
Program type,

Amount,

Academic year,

High school unweighted GPA,
High school weighted GPA,
Adjusted Gross Income (AGI)
Income levels,

Race,

Sex,

Hour attempted,
Postsecondary school GPA,
Test scores,

High school name,
Postsecondary school name,
School district,

County,

Legislative district, and

Zip code.

All processing and management reports shall be made available on a daily, weekly, monthly,
enrollment term, State fiscal year, and calendar year basis to accommodate the preferences of
TSAC, participating postsecondary schools, high schools, the Tennessee Higher Education
Commission, the Tennessee State Department of Education, and the U.S. Department of
Education.

Electronic Reporting Formats.

The Contractor shall ensure the electronic reporting forms, form layouts, formats, programs,
procedures, and documentation shall meet TSAC, the State of Tennessee, and the U.S.
Department of Education’s statutory and regulatory requirements, and comply with all
applicable statutes, regulations, directives, and initiatives.

The Contractor shall record on the TSAA, TELS, scholarships, and loan forgiveness system, at
a minimum, the source of the maintenance activity, the effective date, and the date TSAC was
notified. All TSAA and TELS programs maintenance activities should be reviewed for logical
sequence to avoid reporting gaps.

Program Management for TSAA, TELS, Scholarships, and Loan Forgiveness Programs.
A.9.m.1. Address Labels.

The Contractor shall provide the capability to TSAC to print address labels on-line for
students and participating postsecondary schools and high schools.

A.9.m.2. Applicant report.

The Contractor shall provide a report listing the applicants who have applied for more
than one scholarship or loan forgiveness programs. The report shall be available
upon request and shall include, at a minimum:

Student name,

Social security number,
Program name,
Amount received, and
Date received.
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A.9.m.3.

A9.m4.

A.9.m.5.

A.9.m.6.

Correspondence.

All correspondence distributed to students or participating postsecondary schools
and high schools shall be on official TSAC letterhead. Letters to student for the
TSAA and TELS programs shall be printed at the Contractor and shipped to the State
of Tennessee Post Office for mailing. Letters to student for the scholarships and
loan forgiveness programs shall be printed at TSAC. Letters to participating
postsecondary schools and high schools shall also be printed at TSAC.

On-line Inquiries.

The Contractor shall provide the capability for selected TSAC personnel to make on-
line inquiries to student records, postsecondary schools profiles, high school profiles,
and print screens as designated by the Program Administrator and TSAC’s Executive
Director. In addition, the Contractor also will provide selected TSAC personnel with
update capability as designated by the Program Administrator and TSAC’s Executive
Director.

Purge/Archive Records.

The Contractor shall provide the capability to purge/archive records from any and all
of the programs based on criteria defined by TSAC. Data for each academic year
selected shall be purged before the next academic year is added and archived for no
less than five (5) academic years. All payment histories shall be maintained
indefinitely.

Recipient Report.

The Contract shall provide a report by participating postsecondary school listing all
recipients who have received a FFELP loan, TSAA, TELS, scholarships, and loan
forgiveness programs. This report shall be available upon request by academic year
and number of recipients.

TSAC General Ledger System.

The Contractor shall maintain and support the General Ledger System which consists of a General
Ledger, Subsidiary Journals and Ledgers, and Miscellaneous Accounting Activities that totally
integrates all associated accounting elements including TSAA, TELS, scholarships, loan forgiveness
programs, and Federal Family Education Loan Program. Transaction activity currently for general
ledger, subsidiary journals and ledgers, and miscellaneous accounting activities are approximately 800

entries monthly.

The General Ledger System must be capable of operating in the State’s technical

environment. TSAC’s network currently consists of an HP Proliant DL380, Novell Net Ware 6 Server
Version 5.60.04 software, and 10-100 Base TX Ethernet. Desktops are running Microsoft Windows XP
Service Pack 2. The General Ledger System shall reside on a server located at the Contractor.

A.10.a. General Ledger System.

The Contractor shall ensure the General Ledger System includes, at a minimum:

Cash receipt journal,

Cash disbursement journal,
General journal, and
General ledger.

The General Ledger System shall have the capabilities of posting into and updating the general
ledger system. The General Ledger System shall include the respective source code.

The Contractor shall also ensure the forms, form layouts, formats, programs, procedures, and
documentation needed for the General Ledger System meets TSAC, the State of Tennessee,
and U.S. Department of Education statutory and regulatory requirements, and complies with all
applicable statutes, regulations, directives, and initiatives.

The General Ledger System includes, at a minimum:

¢ All necessary modules, reports, charts of accounts, etc,
e Capability of handling multi-fund/multi-cost center accounting,
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Capability of handling thirteen (13) modifiable date defined accounting periods,
Capability of having more than one (1) accounting period open at one time,
Posting to previous periods allowed with password protection,

Optional closings of each cost center,

Perform complete end of year closings twice a year at State year end (6/30) and Federal
year-end (9/30). Option to carry account balances forward or closing account balances out
to zero,

Adaptable to currently used Chart of Accounts format,

Capability to add/change/delete/update the Chart of Accounts,

Chart of Accounts shared by all entities,

Produce a Chart of Accounts listing,

Handling transaction amounts up to $999,999,999.99,

Double entry system,

Immediate on-line inquiry into account detail, subsidiary journals, etc,

On-line verification of input,

Capability of standard, recurring, automatic, and on the fly reversal of entries,
Maintain up to five (5) years of accounting information,

Capable of exporting data to and from Microsoft Excel,

Individual cost center and consolidated balance sheets,

Individual cost center and consolidated statement of changes,

Individual cost center and consolidated cash flow statements,

Individual cost center and consolidated cash reserve statements,

Year-to date cost center and consolidated trial balances,

Cash disbursement subsidiary,

Cash disbursement subsidiary with the capability of posting to the general ledger,
Cash disbursement subsidiary reports as required,

Cash receipt subsidiary,

Cash receipt subsidiary with the capability of posting to the general ledger,

Cash receipt subsidiary reports as required,

General journal,

General journal subsidiary with the capability of posting to the general ledger,
General journal transaction reports as required,

Journal entry transaction database,

Journal entry transaction log reports as required,

Individual cost center trial balance that includes running and year to date totals,
Individual cost center general ledger that includes running and year to date totals,
Management analytical and historical reports as required,

Adjusting, closing, and reversing journal entries,

Specific individual cost center trial balance,

Specific individual cost center general ledger activity reports,

Specific individual cost center general ledger activity as of specific dates,

Specific individual cost center trial balance as of specific dates,

Report for a specific individual account code within specific cost centers,

Data for management reports for the FFELP Annual Forms 2000 Report,
Capability of purging data and re-establishing account balances only for selected or all
general ledgers (index codes), and

o Capability of receiving data from TSAA, TELS, scholarship, loan forgiveness programs, and
FFELP systems.

Miscellaneous Accounting Activities.

The Contractor shall maintain and support for TSAC certain miscellaneous accounting activities
that may or may not update into the general ledger. The Contractor shall ensure the
Miscellaneous Accounting Activities includes, at a minimum:

e Lockbox payment collection activity (accounting entries only),
e Administrative cost accounting data capture,
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FFELP claim payment accounting data capture,

Lockbox federal reserve fund transfer accounting data capture,
Fiscal office document control, and

FFELP annual portion of Forms 2000 preparation.

Respective source codes,

Activity reports as required for each activity,

Reconciliation reports as required for each activity,

Capability for updating to the general ledger as needed,
Analytical management reports,

Necessary accounting support documentation for processing through the State
accounting system as required,

Immediate on-line inquiry screen for data,

Capability of converting report data into an Excel format,
Transaction detail reports, and

On-line verification of input details.

A.10.c. State of Tennessee Accounting and Reporting System.

The Contractor shall provide the capability for communication between the State of Tennessee
Accounting and Reporting System (STARS) and the General Ledger System to record selected
STARS entries. This process shall meet TSAC and the State of Tennessee’s statutory and
regulatory requirements, and comply with all applicable statutes, regulations, directives, and
initiatives. Any communication or transfer of data shall be in the file format as specified by the
General Ledger System.

Additional Work.

A.11.a. Enhancements.

TSAC may request, at any time, additional work from the Contractor. The additional work may
involve enhancements or changes to the work products as outlined in this Scope of Services.
Pursuant to Section 4.19 of the RFP, a written contract amendment to the Contract must be
issued and all required approvals secured before the Contractor begins any work. Requested
changes may include modifications to the functional requirements and processing procedures
or other modifications according to a mutually agreeable priority schedule.

A.11.b. Statutory Changes.

However, any changes to the functional requirements and processing procedures or other
modifications required by the U.S. Department of Education statutory and regulatory
requirements for the Federal Family Education Loan Program shall be made at no additional
cost to TSAC. Within fifteen (15) business days of receiving a signed and finalized functional
design document from TSAC, the Contractor shall provide a summary analysis of the change,
to include an estimated scope of change, an estimated number of hours to complete the
change, an estimated date for User Acceptance Testing and an estimated date for
Implementation. If the Contractor fails to d